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Written memoraadtim of Dr. IWatEai and Mr. Ditraiswanii Ayyar, 

Incibence anb Taxable Capacity. 

An e.’^tiinuie of ilie average ineoine per liead uf population is ul' soirie use 
as a ijt'Jienil indication of taxable capacity. But no conehision of tlie pnictieai 
value with regard to the iiicideiice of taxation can .be dratvii except- with 
rid'erence to the manner in yrhicli the natioiiai iiieome is distributed among 
recognisable economic gi*oiips. Estimates o.f avera..ge income per'. head of 
population have little Aoxhie except as exercises i'li ■ economic' re.searcln 

E,si:imaio> 'of national inconie. based on existing official siatisties liave 
little value. The primary data ■are admittedly unreliable j data relating to 
certain imporiani. incomes do not hnd a place in them and have to Ih? made 
nr> by guess work. Except with rega.rd to ..the income of large organisc?d. iim 
dusiries, no ^'^unlale^ can >ately ho based on existing statistics. 

The !)C.st niidJiod oi est '.mating the iiicidenee of taxation under jiroscnt 
i-miditions is to umlenako an intensive ei'onomic eminiiy in each prcivince 
by dividing the i^rovince into^ diMimd (^canowlr areas and investigaiing the 
<'co{iinn!c resources of :i lahiliinuiL iiauiher ol ta mi lies belonging bx Ijiptrul 
vhiH,sfs in each area. 

In divlfling ihe popmlatioii into chisse^j the primary consideration should 
Ih:* income, income i)eing ascertained with reTerence to the payment of iu- 
(Hune-iax or land revenue as the case may be. It is important also to con- 
>ider. in deiermlning Typical classe., whether people reside in cities, oi* in 
rural areas. ■ . , 

■ .'PlUXCIPLES, OP T.VXATIOX.. 

Tiiore is only one i*ruiciplc in taxation, namely, equality. Other 
plrs are not principles, luu- administrath’e precepts. The bulk of the Indian 
tax system violates the principle of equality. This, lioivever, does not neces- 
sarik condemn the Indian system because principles in public finance have no 
sanctity apart from the eii’cumstances of each country. 

— Yov the Questionnaire and Annexures, see Volrime IIT — Evidenee. 




TNeo:Mi:-TAx, 

rates ■ of; meope 4 a.x: OB' iiicoiu^^ i>euvi‘en aiid 1:10 fitly 

per luumni may bo raised by oO per ceiiL of the exi.tb.g jaUs incuhsOr' ^ 
oi the Uict that the richer classes in India coiitriljiiie relalivelv so s|]j‘i*li a 
,,, |)ix>portioB..oivt^^^^^^ Any pro]>OMil, fmwevcr, lur an 'iiiciv is’.d 

111 the rates ol income-tax hi India must take iiiio accoiiui ih,. ruflitvOtVr 
coil siderat ions: — ' . ' ' 

( 1 ) liio prevailing Jh^Ii rates ol aneresi nii «'ap'i;.!, aiiil it# * - i ? 
ence of joint imniJy obligations ‘ ““ 

The limit of exemption may Ur iVilravd lo Ip.. I .Vn* io-uw.Im-I ‘in ‘ 
not result in an mitliio increime in iho rf^st ot la- * 

rhe dislinction between earned a.ml nm'arnsd im-ofct. o-in ). -■ - = 

with caut.on jii India. Tiie following confide’ ai imm dmuia ho loiMmcK'' ;/[ : 

( 1 ) The taxing of unearned induMriai incomo migln bUv.hv indcvn-i-.i 
development nt the present stage. ' '■ 

the Tnil'SLTS"" 


IH) Tlin liixiiiK Ilf i)iil)|jf st-Hiihie.-i miidit iiii-e iiii‘ ciw 
Oin-ernnionl. i ». i.n i(i>, 


"1 lo'.aliN 


f4) 4'iie in(:omt.* on caniia} leni trt 'tcriMfinlf i * » 



rXTOXTrAXT.s. ■ 

.m, 

objection to the present excise {lolicy h mu u'L |?| V*"' ' 

ornnkenness, but that it is iemibir/ in hl-j.-r. i i. ' ^ t^we.^wve 

the poorest classes. ' ■ •“' 1 ‘ luxnx' an cnniiiHiut' burden on 

ToBAf'CH. 


« ill land taxation n loHb-. , 

crop diffcrciiTiat'oii is aUfiajilea. iionielv oiVi^n .h iff'' ■ ■ , -■• 

..s .nmicnsunrhiv g.c.ter o.ulkho iuv,.| uliclf.'Sb'rP/'if 

of ii'iil curbig aui! iho inokbig 

n lioiiic industry and wouid lij oCaaPiiif ds dimfll'P,''’’''"''' T '""'‘'ed on at 
po.se of laxatiun. Sale also bn.M T"’''"'' d'^'' 

iacdity of ilHoif, taansad ions in ' aii :S;''bi:;,:;,::f f ^ 

cidfititTn‘'iamkl‘t nf'lht ^.i^droMiPn P'"-'' bt aJu.h ,1,„ 

win, «-ould 1,0 roijnirod to li'and . vo. '"-..a., 

ormnonl niaintnining ihoir own onrint- v, • '’."''‘■'"‘"o'd . dio (-or- 

tub hoivover, if the viehl of the i-iv Ntoreboiecs. p ibudn- 

^ large estahhshment. ’ Jumhv ihn organisu ifuj of Mich 

'.>■ tif *Lf“; ‘I';"' I 

I' *« S»'~ 3eL™!i;s^^ 

Land IvEvenvk. 

rent^^Tke dilffede betlleerf tef anV'® ol' both a ra.K and a 

entirely an aeaden.ic'^i^dn^PribTiJb!;^^^^^^ 


Laud re\cniu.' ns ivrs pre^f-nii I'orm i^. an old tax aisd iliat ib a iactoi* 
'tvhirli S'- iss s'avnas'. 5 1 ' the prtK-tvd.N oi' lasul revessue were expemletl laoj’e 
lar^elv lui' tae slis-eat advantage oi’ the agricolturist. the seiiNe ot burden 
in at ii s\oul<l hv percerdibly (linjitsibised. The Veelisig of irritsitiou 

whliT uss(!issd<(edlv exists at presesU with regjird U) hiiul revenue is fjsrgtdy 
sbk' tit' t.ef'*‘s‘tsi‘ui ic'' oi resuUicuseut. and to scuue extent also to the in- 
oi' iuss'deii .‘is iu?lwe<‘it the large and tiie siuaU projn’iotor. With 

!'egart! im ihe iosauer. it b woj'th while eoissideriiig the iiitroduetiou of a 

iu pern;a iieiil stM.l!enH*iii with pj'ovisinn for rni oeeasional t'xirn 

I c • V y . 'w 1 1 oil e e r u CH.*essa ry . 

We esniiiuL. in view oi the ]nxkoiiL- eolidi tiuiis, accept the suggestions 
vliieli ikive hecn nsasle for the conversion of land revenue into a tax on 
agi*lenlnn-al iiicuiucs. It woxild involve too big a change in a taxation 
'^y^ien: sjuniiosicd hy lung ii'-ago. It would also involve considerable ad- 

ndidst ratlve difrc-idiics Isesides the possildhty of a large loss in revemie. 

The idc:i ei loxing laud on the* basis of its capital value doe.-* not coni- 
ihcnd iUeif to u-,, hir^l, it (hieis hardly any adtuintagOb over the existing 
Secondly, iand valuation will bo dirfieidt to carry tnit ajid would 
introduce a serious cleuierit of unceriaiuty into the main industry of the 
(country, and tlrirdly. capital value is an unsafe tost of taxable ca])acity,^ 


C’irXrMIUUlAL IJy UEUTAKlXnSi. 

Fn the case of a Government (*urnmei’ciul uiidertukijig, what rate nu'iy 
In;.* charged hy (htvernmi'ut i’<rr its .services oi* coniniodities i.s a Ciuestion to 
winch no geneiM! answer can he given. The rate tvill depend on the eliar- 
a('icr of the servii'O f>r commodity, tlu? economic condition of the eonsiiniing 
c*1as>xs a,nd tlic iinancial nocessirios oi Government. .Any excess of the charge 
kwied over the lesel of commercial I’eturn must he considered a tax. 


. CtJsroMS:. 

\\ licthcr tarili. rales im|,,>o.sed .for other than, pruieetu'C jiurposes liavo 
rcbUlUid in diinijiiblting j’eiurns or not, b a point on which it is exceedingly 
difficult- to express an opinion on the data available. Diminishing returns 
arc the re.'-uli. not merely of customs duties l.niL also of p.riee (iiictuatioms. 
rriee.s Imre ilmstuated in re(,*ent years to sucti an extent that it is difficult 
w di;?Lingui.'di t!ie extent of the diiiiiu isliiitg retin-n caused hy variations in 
customs duties a.s distinct from, those caused by other factors. 

f.xpui't liulitss lU’e not lu he levied except whci-e liio article enjoys a mono- 
poly. iu ilie I\l.adras P.residency there are ,uo such articles. With regard 
to the (iueh.icm of h.w‘yiijg export dulitss for the purpose of preserving raw 
materials or incjiures. our o])iuio.u is that no satisfactory case can he made 
oul foi* simh 40110“- in Madras at jn’cseut. 


„ (Joxcti’.si,uy . 

G, is dillicuh. i;o suggest new source.^ of taxation in the .Madras Pre.si- 
dmuA . At the* same lime ihe chief existing taxes appear to have reached 
the limits of citisl icily. l\l<n'c(wcr, iiicrca.sctl expenditure for development 
puj'[j()scs is now iirgenlly rcquiretl. Gmler tliese conditions, a suitable ad- 
jusimeiil, of puhlic (inance becomes a problem of extraordinary difficulty 
ami this d'dhcuhy is enhanced hy the progress of democracy. Tivo new taxes 
wld(h Jtiay he suggested on purely econonuc grounds are succession duties 
anti a tax on idglier agricultural incomes, hut grave sentimental and poli- 
difficultio'- Mand in the way of their introduction, in our <'>pinion no 
rcaf .mhiiion h/r the probletn of taxation can be found apart from a radical 
ivcoii.Nideration of puhlic ox[mndit lire. Uetrenchmeut is valiudjle for^ fhe 
iinaiK'ial relief whi<‘h it may bring, but its chief value in the present situa- 
tion is that reduction in what appears to be unnecessary expenditure will 
create* a le.s.s unfavourable attitude in the country towards proj>osals for en- 
imneed taxation, 'fhe primary difficulties of piildic finance in every count, ry 
are at holto.m psychologicah 


4 ^ 


Bp. Matliai aild Mr, Btipaiswaaii . oral cirMeiiee. ' , 

. as follows r™-" : 

^ The FreMent, Q. — You Nay that ilio he.-'i. tA iiiiunioj; ihe 

ijicidoijoe cl taxation under .'pi'cseot eonclition.s is to riiulcrtake an initmwivc' 
;:oe:tnioBHC7 hy dividing the province into dinl im;t 

ceoucinic areas ^ajid investigaliitg the eeoiioinie re, sources of a 'LiiAUimirn 
uiunber of families belonging to lypictil cirsNCN in each area, Tlave you 
any idea as to how long- this will take? '■ - 

A.—That reully h tlie iniporlant pohit about ii. 3ly idea i- ihis. T;ikc 
a province like iMadra.s end di^n’de it into eeenoiide artniN <ni the lines 
suggested hy My. K. L. Datta. Tlum the real pi'nidein va>uld he lo hud 
out iii llie different ecouomie areas a nuniher of typieal area^ a-, 

would make it possihle for yor to hnidi an enfiiiiry in a rca^enah]e length 
of lime. You have got two thing,- to take into 'iU'et)iini-uhe ainouur oS 
time, and the principle ou which the typical area u.ay he deunmnned. If 
you want a reahy exhaustive emjuiry you will have to s]H:‘nd more time 
and re.sourccs than the country can afford, 

Q . — 1 am purely on die {{Uestioii of the incideuct' of taxation. The 
general eeoiiomio ennidry lias heen transferred tlie other Conuniitce. 

A. — The ou(^ is cioaely homid up wiih the olljor. j do not know how 
yoipean separate the vwo. If you vmil to arri\:' an au\ "anVtactory eon- 
cluNion with jegard to the i!icjd(M]ctn \imi Itavi' gol to vait lil! some -all, 
factory result lias heei» prcHlnce<l hy liie other C 'oioiniitee. I do not think 
yoii ndli he ahle in (‘ome to any reliahle conclusion lid >ou fiave some 
,^aiisfactory basis with r(‘gard to ilu' ccmmuiir ctniditicm T!k‘ two things 
hang together in my opinion. 

You wr)uld first: divide' the t-omdry Into di^iinci eemunnic areas? 

: 

Q, — Then yoxi would lint! (mi typical hK'alities iu eacl! ecor!ond(' are;i? 


Q. — Having got tlie lypi(*a] localities you W{}«jld divide the popufnliop 
of these localities into (dasses a.nd then you have got to hifd out’ typiea] 
families? 

A. — Even in these ty])iea] area.s you ec.miot find h for every family, 
xou should select a minimum uiiinhcr of families. I do not tliink that 
you are going to get anything in our country hy the liieilnxl of {(Uestion and 
answer. It is sim]>ly impossible and useless. You will have to make an 
intensive enquiry and it will have to he veiw slow. Therefore, you will 
liave to reduce the number of typical areas eonsistenilv wiih efheiemw^ and 
the availahlo funds. 

J)r. Varcnijpye. Q. — ?io the judmary coimiderat ion slamld he incomer 

A.—On that point, 1. wish to say that ihe C'laNsilicaticm in Sir Edward 
Gad’s census r<‘port is based on_ occupation. Tliis give ,-4 i?np<}riant and 
interesting ro.suUs. But the clas^it■icat^on according ia incona' is tin* /udv 
one which is of use for inis piirpose. It is necess/try io sec* if the prumla- 
ii(»n can he divided into a number of recogni'^ahk* econsnuic gi’oups. 

Q.-~Surely the standard of ('omforl ulfects the nialier. An a«T{ciih iirtsi 
living in a village may have the same ineojne as a clerk in am offiem hut Uteir 
scales or expenditure are quite different. 

A. ft is tpiite likely. I should, not like to express an opinion on lliat 
till I make au enquiry. 

ilir. Bumlsininii Aymr. A.—We have recognized that dlMinvilon in 
the statement that it is important to consider, in (letermiiiim^ ivnical 
classes, whether people reside in cities or in rural areas, Beside.s that “what 
underlies this statement of ours is the feeling that, as Air. Herbert Samuel 
made an estimate for England hy .splitting up the population into Classes 
i-\uth varying incomes and taking- into account the consumption of each 
class and how;- much the different classes pay in the shape of taxation 
you can also do the same here. You can take a number of ivpieal classes' 
have a nimiher ol family budgets, find out how much taxation each class 






hmrs, wit!) iviereuf-e to the Xiivhm^ ecnnirioclities eoiisunioil by it, iind it us 
arrive at a la-oporiion the iiicoine paid hv way of taxation. ^ 

Q.— Have we any materials for this? 

A.— Quite so. 11nu is the very purpose of the eeoiiomie we 

iii eaeh provnu-e. 

■ )V<)ukl it iioi lio i'eusiWc to Ucgin I'fom Uie taxiition uml. thiii 

it>, (o laKe oac'li tiix and xoo what classes it hits? 

i.h\ A. — Ifow wiij that he]]) your 

^ h>.— The salt tax Jiils _ evcryhotly, iiieuiiio-lax hits I'ertaiii cliisse-, on!v, 

y, niio tile inuineipal laxatioii iike the proiossion fax is on eerAtiu cja'-vcs 
•Ml towns. 

A.— ])o!rt you in tJiat process eonie back io tlie original ouesrion ui 
cif^Mhcation accoramg to ii>cO!ne;- VVlietlier vou begin i\r one eiwl or 'lie 
other you will J)c sooner or later uj) againsl the qnestimi vil," haw io distin- 
guish the yarioos cuisses or tlie population, with roierenee to varviin»- 
stauoards or conitori. ‘ * “ 

it Jiot be useful to indicate vdiat elasse.-:^ tlo not imv a htir 

shai'e!'' 

1 hel]>. ] (UH not sure a.houl ii, Ibd \ou would, 

iiave to know your classes. 

llic Mu.iiut(.ijiidfu.rt.ij{i Uuiuiihu' <fj JJarthctui . Q. — You know at the lire- 
sent uionient tliere is a Coniniittee going round to go into the iireliniiiiaries 
ot \yhat an eeonuinie enquiry might cost, and to give an indication as to 
what, kind of econoniic enquiry might be made, (hiestions of details nuisi 
oi course lie left to that Committee, but it sti-ikes me tlmt later on, ^vlion 
an. eeoiionuc enquiry has got to be niadcs these enquiries instkid of 
btmig imperial would have to be proviiiHaL 

Th\ MathaL A. — .1 entirely agree. 

Q.— That being so, the question is uiieilicr Lhe diifereni runvinces 
wouln lace such an enquiry To make myself (paite clear, I sav this: what 
js U) be gamed by an eiuiuiryp Would such an onfjuirx he apiuecinicd h^ 
ihe^te classes yho lU’c in most cases perhaps illiteraie and who niif'du. coii- 
sider that tins eiKiiiiry into their every-day life was a piece of oppression 
by the Govenunciit ior the purpose of i'lirtlier taxation P Do von think 
riiat such an enquiry would be appreciated by the masses at Iaroe‘- ]>on’i 
you think lluit .It would give a liandle to political agitators in this countr- 
to say, Here IS GoYeniinent trying to impose neiv taxation and 'prvin'T 
into the every-day private lire of the ordinary labourer’’? * 

A. My answer is this. It dopends entirely on tlie way you set aboiii 
the enquiry, .niere is a way of making tliese enquiries whicli would not 
necessarily imply any inquisitorial investigation. It depends on the method 
and personnel of the enquiry. ^ 

(^—It is perfectly clear that siicli an enquiry cannot be made by a 
large committee. We ha\ e to take inuividuai eases. It is porfectl" clear 
Uun. you will have to go to the villages to take what is cnlled statistics and 
get file actual income oi. eaeh individuai, Probalilv. this will have to -be 
do!H* Ijy the lower gnuh‘ of Govonnneiit olhcfiils. ' .1 want vou wiio have 
studied tins question to say, whether from tlie actual facts iii the villa^^ms 
do you or do you not think that there is a, distinct danger, if an eemmurie 
emiuiry in India really wanted to go into details and roallv wanted to 
niul out the wages oi the working classes. There is a very splendid handle 
lor ilio agitators to put into the minds of these classes a snsiiicion as io 
Ine possiljility ot iresh taxation. 1 want you to tell, me whelhet* tlierc Is 
tins possihdity or not; because you professors are yerv keen about Imvin-^ 
an economic enquiry. ' 

A. — With reference to the presumption tliat we ]>rofessor;s aiv keen 
about an economic enquiry, I may say that I do not accept that presumniimi 
in the form in which you put it. o 

^ Q.—T do not mean you jmrticiilarly. You students of economics like 
Shah and others want to have a general economic survey. 

A. — If there is to be a general economic survey, I would not start with 
a big enquiry. I would prefer small enquiries. Let the habit of enquirv 
';l}e established. ' 
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— iJr. Aladicii r;:ty,s thiil Le vvau!<] iu,n .-uiri 
jny point. 

I)i\ Miithal, A, — Wliot i mean is tljot thi>i 
enquiries hv sinnil eorrimitteos of Mnali (;ypieni iU’ea? 
whether an^ investigation va tlniu kinti Will lead 
depend entii'ely on the inetinHl. ageney and |*e) 
entirely on the lax-coneeHna; ageney iii lids Fi 
up again.'A trouhle. Tne n-onhle Imre i-^ ihai 
roponsii>lo for sueli work happen to he rerernie sst 
do their investigation under an ill-oj’gmdsecl .syst<- 
insl!uet and guidi' iheni. iku h 5 % p(wvidlo 10 de' 
which would ovoid these dilTmiaties. Tliereftore. ! 
[he presiuYiption lYchind t,lm Aiaharaiairs qee.-iifin. 

Jir. W//i,/af'. A. — Thi.^ 'Faxatiun toi 

with the o^*oiion(ie ('nquiry. heiar^e the den lao 
taxation is hound rp) with tlie qucstio!! of iiie ii 
the amount of tox'ation iluit each eloss |>ays. 

(). — Siipposifig you hod an econondc empdi-y. 
for such an empdry sliould Im maijily in j-elleve lls 

A, — d'o get true faets. To get at llie truth , 
own sidvc-'-iiot necessarily to relievo iIk* tuirdt'ii of 


(F — Is iL oni\- hi ixMow u 
thei\* is OH ji ceriuin olossp 

M.i\ /ho'uhs’irn/a/ AfiiiOf. . 
doiects, hy a redistrihnt ion fd 


Q.- -Supposing it man earns If^. ‘J a in 
to make that man earn l?s. I or fSe 0 . You 
the ('conomie condition of ihtjse wlu.t do not i 
d(j you want mi enquiry lo know wludi. is the 

x\.— jToili to ascertain ifie I'acts and also to 
nient of lhe country. it ail dicjaniil.s on the 
enquiry. 


Kustfi: \in\r tiesire rtoidii ik' 

. wuut ;,an. : ctnYjptilW": 
fare well in dds country, or 
? prestau «H,miom!i‘ coiidiiiM.fS 
rpromoti^ IIh* guieral tk-\e!fqf- 
'■ facts a^> nM'ertai;u*d hy the 


IF — Are you gcuig wall tht 
tinprove the cund.ition of I’lose 

A. — T\{»t ordy of that clmisS. 
a redistrihniiou ujay have' lo 
class makes lls, 10 and pays 11 
burden. 


fart'' worse 

in;: the general inioixsi ol the count r>, 
tide. ]f is^ found ilmt ihe fowrW 
then you will have to redhixdfuiie die 


V* — Suppose you simt that a lis. 10 man only pays Jk-n 1 ior rudi r, 
and, has lls. 0 surplus. Would you condder dm! in (lie pn-mnii <-olud^i'^ 
in India lls, 9 is too sis)all an iut'orne for any man, runl try j » arrive 
a solution <0 inereose that ils. 0 to IF. l<'r that i'-. ilie owcki; iSi lo whi 
1 want to know the timswer. I am a'-'king vfm. he^-jime ihc iirs-fcss;) 
always advocate an ecounmic enquiry. 

A.- d, protest against that .^talemenl that w(^ aluays ;;d\n>aio r 
ecuiioinic enquiry. 

(F — Ouder the circunistaucts. I want to know uhai yiju uill do. 

A. — Agrlculf ni'al refoian might come into Ixhng, The criusolidai ion 
holdings, for example, might la'quire re\ isiem of she lenancy lau -'. 

guise of an economic enquiry yiiu waid, to deal eventual 
with the existing tenancy Jegislaiiou of tlie country, because yrni eaiin 
for iimtance cousoUdaiq, holdings. You cannot for insiarue stop fraclionis 
tioii and oilier things without toiiciiliig soiuc of the timancy legisdation f 

A. — Of eoUi*sc. some of these qncstknis will re^piirc e(Uisideratioii. 

T/ig rrGiilileni. Q . — Do you cunsideiy that, an econoinic miquir,\ to 1 
iisofid must he jui enquiry into tlie eomliiion the people as 
enquiry into the method of improving that condition!-' 

Mi\ JlHraiswami A. — Yes. 

lJi\ Mafhai. A. — As a student of eeommdc.s, my own idea on ih: 
question is. that the best kind of economic enquiry* i,^ an onqidrv wiH< 



is eurriod r}n vnilirfiii; rcii‘ron{.n? io tjny tile ol)jeelivc, hi pash 

t ji)j i! ! ?!<*" t!i f'unntrie" like* Kipi^Saii!] rniulucU'd uitlioiit rujy 

spoailif* oldti's'i, 

Ih\ i%i I tuu . i). -At uaavard.'s it wfsiUd ke lur liivj (diveruincmi and 
il\i\ pnliiirdiux tt> su_ptge--i reinfdieh’ in the^ light ot the I’aois at their 
uiNis ;>a*. The <-rsiL<niiiieo at’ OHtpiiry novr runiied iniglit make leiitativo 
l'r< posah in lo luori' fully later eff. 

S^r i a emimry likt? luclia do ycru lldiik ir is 

po-'.n^'o Lo . riK^h'iug mart* lliau UHu*e gemutd hroiid iiapVfssiou.s'? Sm*)! 
inpM'o- doa . (uidd !int ho reduoed lo ijguro.>. Fiirtlmr, do you tliiiik it 
!- hofo-mi-y lo it;;dto vlu* o.Kpdfv a gmioi-al ouer' th* you knovv any fumury 
V, la-i’o^ tih'V have ai templed i;o do more wliea roiisidtuaiig tlit‘ hnrdeP of 
laxiitinn r 

A.-~ilA' an-'Ver^i'^ liii^. { ioa not aivare of any coualj-y, iihere fur 
ilie iiiodilieaiioii ta-xalioii isystom a detailed eeonomir* inquii'V lias heeii 

umlonaktui. Bin. it depends on the degree of hroaduess. It is possible for 
you lo have gOiieral impi'essioiis whii-li mill he so lu’oad iliat they will have no 
maMuer r>f iioarue^N io ilu' irutlu 

bh ^h' idea Mi du* broad giuieral iiiij)res.>ion is tliis : you ran start 
iiaaii the taxaiiou caul and .>ee wliat broad general classes csacli tax Idis. 
H\ ilii^ iiieilios] )ou ean (tune io a g'eiuu'al (‘onehisiou willioui st'paraiing 
>our pofudatitm into a cias.silicaiiion based on iiieoiue. 

A,— d agree iliat woultl mean that sou luiTO some idea of the classes 
into which the population divides iNolf.' Have you got any chda for it;^ 

bb'"'-Yni! !;:'*ve got lL*e iucoiim-tax. You have excise, Y"ou know more 
or Ions ’Aith n^gu’d U) ext-he as to wiiai cla><, it is thal pays ii. Simihirh, 
\vit!\ ilu' (-n’e,eea> uiuie.; on !uv:urios. yon would know what efavsos are hH 
by .what., tax. 

A.-— For (‘X-impie. take ihe fax cm iodldy ami (onnlrv spirits. Hiey are 
cousutued to seuae extent hy diirerettr classes. 

bb- I would liut, g(s into siich details. 

Ylay I suggest that ijnesrious like ihis arc rather ijU])i)ri.aJtt for 

the suggestion >'ou juake? 

Q. — We caaiioi go into details very fully. A statemeut sucli as tlie 
followiug—a mail ea riling five lunidred rupees pays so much, a man 
\yitlj ^Uii ificome id a thoiisaud rnpee.s pays ,so luucli— would he verv 
fallacious. ' ' *■ 

A.— f iliink we ought to he able to get suiuothing better. 

Mr, .1 ////or. A. — J gt> very far with you and T am in gonerul 

agivcmieui .-.scepL with regatd to ilie hroaduess of the general in)])ressious, 
I .■should like to gtt a h'iilo furilior ihau you and gel ai less hisaul inipresshais 
!iy mcxius of soeu' Iviiul of eiirpiiry or invf'siigaiiou. 

Sir Vf-nij rZ/oai/oea.— It is ceriaiuly a suhjeef for emjun’y. 

!h\ Sio -/('pp'* bk y-\Vlum you Inn e the fasidly hiulgels you know the 
aimauu of uix ibat a family pays. You luae gm to con>ider liie general 
arreraite. “^o iur ifu' meudiers ol thal eluss is eoucerued it will mcoxdy 
fje a gOiieral arei’age. It S a gerurrul impros.sloa not- applicable lo iiidivi- 
.duals. , . 

A. -Y<‘s. 'll, coiiies much uoarer the Ijaifh and is le.s.s geuerai. I.'fc 

is onlv a cp.iestiou of degree. 

Sn‘ Sr K >j [ jiotn jhsioi . {}, — 1 phink the cjhjeet of sucli an enquiry woidd 
he. as fa]* as pus, sibim lo get rid of false iiupre.ssioiis. Amu would' rejdace 
impressions by fac-is. \\''e :ill agree, 

A.- We a am. to go a little furihej-. That is all. 

Th\ UliMi. bly-dt is admitted lhai taxation should be i>ased on the 
priiiciplo of txpudiiy. ii you uaat tf> reduce this into terms of sacriherg 
wimt voiild you iia\c'.' eiiuai sacririee or least aggregate saeriheef 

7)/‘. J/of./mb A. — I would not like to eonuuit myself to either, hut I 
am hu-liued to say equality inoditied hy considerations of least aggregate 
-a<*rifice. When you speak of least aggregate sacritiee, I take it you are 
thinkiiig of a system tinder which people on the xnargiii of subsistence, 
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or the bulk of tlie |>oopl© mm not contribute anything whatorer tci tli# 
State. TJie btii’deii would fall alniofti entirely on the well-to-do people, 
Now, the contrast you ^ are suggesting h that oil the one liaticl, niicl on the 
other hand the siiggastion that the burden Hhoukl bo levied oiiually on every 
class of population* If that is your Question, f think it tvoiilcl be very 
difficult to give a categorical answer to that, i^ly own idea i« tlik^ that if 
you adopt the position of leas|; aggregate sacrifice in the present econoinie 
condition of the country, you are likely to be up agaiiiBt a very serious 
financial pasition. While my sympathios are with the school wkieii ask for 
the least aggregate saerifieo, I think in view of the ^present iindevelcipieil 
conditions of our country, it wmdd he necessary to wmv& iliiit piinciple. 

' Q.*— There' is a general iinpression in the minds of the 'pedida tliat^ 
income of the bulk of our people is lower tliaii what it should be compared 
with that of the bulk of the people in other countries. But, if you take the 
excise duties and customs duties, you would find that out of the total ro\'enut? 
'of„16 erores of rupees, 5J'or 6 erores come from the excise duties, and they 
come from tiio poor people. Weli, in such a ease, what tvoukl yoii haveJ^ 

A. — T would certainly like to lesscii tlio burden on the classc'^s w’ho have 
least and to shift it on to the^ slionlders of the richer classes, l)ut the 
process should bo very slow in view of the finandal net^ds of the country. 

Q.— We are talking only about absolute principk^s. 

il/r. ]yiinu.su^aini A. — it is an ideal. We cannol deal with 

absolute principles. Priiuoplcs in public ftuanct? Iiave no sanctity apart 
from the circuiiistnncc's of each connlry. 

]>r. Mifthdi, A . — Practically the point is tliis. Where you have a 
country whore, the Imlk of the liopulation is poor, you must ca.st your net 
wdde if you ivant to get enough money to cnily on an effieieul ftysteiin of 
adminiKtrafeion which will develop the ' resources of the country. 

Q.— I ask you this question for this purpose. There is a iiniveim! tdep, 
her© that taxes are somewhat high, and the idea that ©very one shoaM pty 
something conflicts with the doctrine of the least aggregate sswrifice. 

A. — ^W© have to approximate to that Ideal, but the process wdll he alow, 

’ BIr Pi*r€y Thompson. Q. — ^Yoiir suggestion with regard to iiteonie^tajc 
is that it may he possible to raise tlie rates by 50 per cent ou the incoitios 

ranging between £1,000 and £1D,(X)0? 

i' Hr. l|/i/er. A.— Yes, that means Its, lAjOQh }&|chs 

( ‘ ef . rupees. , * • ' • ^ ^ i . r . > i m i | ^ ^ ^ 

Q. — You do this on comparing the rates in the European coitntries? 

1 ; ■ ' ^ A.— Yes. 

I Q. — You say: *‘AnY proposal, hewever, for an increase in the rales 

of income-tax in India iimst take info account the foilowing considerations : 
(1) the prevailing high rates of interest on capItaPb I do not ff^Ilow that. 

A. — Tt means the Inisiness men who have to carry on busine.ss in hulia 
have to borrow their capital at nnuli higher rates than in Ettropean 
countries, (Consequently, if you impo.se a further burden in the .shape of 
income-tax of the same heavy chara(‘i:cr as in Hnnqmari cotint it \vil! 
penalize them too heavily, 

Q.—X do not quite follow your line of arguiiient. Income-tax is levied 
only after the bnsiness man has paid interest on his loans. 

A. — The business men in India bave to <‘ompete with the business mm; 
hi other countries, and there they f^ori-ow their <‘ai>itol at very low rates, 

' bht her© have to borrow’- at very right rates; eonseqtieatly/ when they 
compete with the products of other countries, they are’ at a* disadvantage. 
*J|If pu the top of tliat you hay© ati income-tax of the same heavy character 
■if 14 s in other countries it is a differential burden on them. Therofore, w© will 
‘stop short of rates that obtain in other countries. 

Q.— You suggest that a high rate of income-tax has an effect iqmn the 
, price of the commodity produced. Bo you suggest that the high rat© of 
enters into the cost of production? Does it? 

1 1 f t A.— Yes,; ; ike ■ nates of income-tax bear upon the (x»st of produe- 
1, lion. That' : why; l^ere is such great agitation in Eitgland for the reduc- 
ll.tiop of^ incoh|e-|h|4 they find it difficult to compete in it»e world 
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ymi niean to suggost fcliat the rates 
that people would cease to produce? 

A. “-Very high rates are a luinclieap to larsiiie? 
wo (Ic) not want itieonie-tax in .India as heavy j 
the i}ieoine-tax which is being paid now is v 
other countries. We should have a comproinise, 
arrangement. 

^ CJ.— The point is iliis. Yon make a suggest 
income-tax cripples the Imsiness man, heeaiiS' 
production ? 

A.-- Xo, it cats into the profits. 

0* But profits have nothing to do with tlio 

A.— No. Normal jirohts do enter into (ho cc 

Q. — .If you have an ineomo-tax on cotton n 
jute mauufactiirers, th€.m you will get capital ti. 
jute industry, but wlien the tax is the same, how < 


Q. i cannot lollow^ you. India is presiiinahly content with the same 
proritH r ranee, Msuu'ng made profits, if the Indian Government elect t«> 
take a larger juoportion^ of the profits than the French Government take, 
that does not cripple this maids competition, but it leaves less Income to 
'fipisiiu*. Ihat does not enter Into the cost of production, 

A. It may he that the Frcncli business man has to pay only an interest 
ol 4 pei* cent on the working cajiital, but in india. he has to pav <5 per 
cent. To them there is; already a handicap and on the top of that liandieap 
you should not have the same rate ot income-tax. 

Q.-~Of course, a high rale of interest is a handicap, hecause that is 
a thing which enters into the cost of pi'ocluetion, and it lessens the iirotits 
hut the jirolits being what they are, the rate of income-tax you impose oii 
them, provided it is a general income-tax, does not enter into the cost of 
production at nil. 

A.— T do not agree with you there. When yon compete with outside 
countries wlierc there i.s less rale in interest on the working capital 
naturally there will he less pnUiis liere. Tlierefoiav unh‘ss you lower the 
rate ui iiieome-tax, ihere will not ho a parity between the industries. 

lluwc' is less profits, Lhere is k^ss income-tax, hecause we only 
cliarge on the proliis. 

A.— It is only a fpiesiion of rales. If ihe rale of income-tax is k^ss 
only then lhen« wd! lie parity helweeu the manufacturer liero and the 
manufacturer efsewliere. There cannot; fm parity unless you rodu(*e the 
rate of incoirie-iax. 

Q. — t suggest t.hai: rare of iuierest enters into tlie cost of production, 
hut not the other. 

A. — But normal profit-^ also form part of the cost of {irodiiction. 

'Di\ Q.“-The only effect would he possi])!y it would tempt 

the liulian capitalist to invest his cajiital in oilier countries. 

A. — That ineams that the industrial deveiopmeni will suffer here, 

Q.”— But is capital so mobile here? 

A. — In any ease here the industries will sulfetx 

YIf-2 





' Sir Ferey Thompm%. Q . — You say tliafc tb© distinction between eariiocl 
aM titiearned ineomes must b© apiilied with eantioii in India. I agree iluit 
it must be applied with caution. But it seems io me iJmt yoiir reiisoii 
No. 2 that the question of unearned agrieuliiinil incoiiies decH not arise 
under the Income-tax Act) is the most sei’imis one, because of tlio fact ibat 
rents for instance, wliich are the principal form of mKaiiakHl income, are 
not charged to income-tax at all. 

A, — I agree. 

The President, Q. — With regard io excise, I take it tliat Diirai.* 
gwarni Ayjar also accepts the schemes of Br, AlathaiF 

A.— Yes, Sir. 

Q. — ^Yoii jjropose a policy of experimental kaad option wilh regard io 
country spirits? 

■"■'."Jin Moilwi. '■ A. ‘—Yes. ■ 

Q* — ^With regard to that policy, the suggestion comas to this. ITnless 
the action involves some sacrilico on tiio part of the niajority^who vote it, 
it is an unjustifiahle intcj-ference with the freedom of the minority. 

A. — 1 accept the position. iM'ay I explain what is meant by <*xperi- 
mental lotnil option? It is this. If Viui are going io have an effective 
system of lo{^a] option at all, it will ik'jnmd Vi‘r\' largcdy on whetiun* vou 
will f)6 able io constitute a satisfacfcorv elec-torauh 


is©, fthe importance of bringing out the 


experiments in other countries, 





T.t -i-r^’, tjiej'e^ iy no Provincial Govern menib hereafter 

m tills country \viijch can ahord to ignore the strong opinion in tlio electorate 
on tiiLs (luescion. heretore, niy suggestion is that local option is 
Che least hanntul method ot satisfying them. 

Q.~-,^Eay I, with al! respect, put it to you that one of tlm fuaetioos 
oeonoinists in this country is to educate the public 
as to the actual i acts of the trials made in other countries, and not to 
aiiow pubiie opinion to proceed without any inforination F 

,'c it very nincli to our own cost. It 

em’dence'^^^ ^ teacher or economist to do it without sufficient practical 

Q.— Do you suggest that the experiments should bo paid for bv the 
majority wiio want to enforce itF 

A.— The suggestion J should like to make is this. Supposing voii lune 
a seiectea area wnicii wants this experiment to be tried, then before 
actually introduce the experiment of local option, I sboidd like to 
iiii iifeih-urjuicc i r{)ui tho Jocul hodv iu clKirffe of flint "ff**! to ^nv il‘ 

and are willing 'to tear a ceV'tnin 

inteingwltbo 

, f--— Yon iniglit take a local area wkero this qiiostiou of conflict hctwccii 
the town and countrv does :iot arise. 'Poke an entirclv rural area and 
make your e.xpcnments there. Practicall.v, what T wonUrdo is: al |.rcson 1 , 
you give certain amount or giants to these local bodies: I will tell them 

tills 

■' '<;>'( (l»lerrtu.U). Q.-Arc you going to allow the menihcrs 

Of liie district board to vote for it? 

A.— No.^ Before you co!.stituto the electorate and set the local inachi- 
nerj in niotioii, I would ask the loc;il body iu charge of lhat area whether 
they want the expcrinioiit to he iiuidc. iSiiiiposing we In.vc to ineot a delici- 
oiicy 111 rovenue, it will mean some reduction iu the amount which the 
I nnincial Go^ernnlent would iiiake to that lociii liodv, because it was with 
their exproffi assent that we started the e.xperi incut, iii the area. 

is the relation between the local body and the elccto- 

A —The relation is .simply that they are both in the .same. area. AVe 
do not ^vant local option to lie introduced unless the local liody asks for it. 

Q. I suppose jou will agree tliut grants sliould he for specific services^ 
A.— Yes. 

Q.— Wlitui you deprive the local body of a grant, von clei)rivo it of a 
certain service? ' ‘ 

. A. —It will (‘ompol the local Jioard to raise an additional amount of 
revenue. The neotile m tiie locality will ultimntelv hnvA Us it 



my timt the -danger of liJicit production ironic 
regard to toddy than in regard to arrack. 

Mm H«itf ;«ie aupiber of l>rosecntioiiB for illicit dLstilla- 


fhe Frmiient, Q.-— Would you accojjli the Btatomeiit tliai ilie BoartI 
of Control in England between 191o and 192J die! more than bad bceit 
achieved in the whole .previous history of Engiand to reduce intemperance 

and to reduce the conBiiinption of licjuorP 

A. — I have seen the statement; T have no opinion on that. 

^ ■ ' 'Q. — ^Bo aot the Local Ooveriimeuts, aided by Advisory C’oininitiecs, exer- 
cise practically all the powers which were exercistnl by the Board of CVmirolF 

A.~— The character of that Coininittoo is a ticklish question. My own 
idea is that it has not worked satlsi'actorilyj because it is imt suflieioiifcly 


Q , — And the licensing boards? 

A. — They have not worked very well in Aladras. 

Q. — have a statement wdth regard to the United Provinces that ihe 
lioards have greater powews of red inn iig licouse.s than can be exercised hy 
licensing authorities in Great Britain "or by licensing authorities ivitli a 
mandate for limitation of licenses under any local option sciicme in the 
British Empire. 

A. — I wish that were true of ]\ladras. 

Q. — If that were sO; would yon be satislled? 

A. — I do not want to suggest that I am aUogeilier nguinsi excise 
Advisory Conmiitiees; they liave done fairly u-wnhi work. T\ip only point 
is that they do not go snirnaently far. 

Q. — You will concede that there has been an enormous reduction in the 
number of shops? 

, A. — 1 quite admit that. As a maiier of fact, I do pot take iho view 
that the present oxin.se poliiy* has cansed any increase in drunkersnesB. My 
ohiection really to the auction policy is tbat'wdiilo putting up prices and m 
helping to chock consumption, it is placing loo big a." burden upon the 
poorest classes, C fee! that, paidicnlariy with regard to toddy. At your 
auctions you put up prices: naturally, tlsereforc, the poor man on aceoiinfe 
of the rise in prices has to gob his eonsumpthm resi, rained, but at the same 
time, because the con, sumption of toddy i.s not rmilly consumption which 
varies as iiiueh as that of distillod spirits, there Is a kind of relative 
steadiness about it. The result is that wdicii you put up prices tho 
mau pays a lot ^ more for practically the same quantity, and thereby it seopis 
' io me that while you ar© able to get a restraint of constimptidlij 
s placing a serious economic burden upon him. 

Q. — You are no doubt aware tliat auctions have been recommended as 
a measure of temperance reform in England,^ 

A. — I do not accept tho English policy as really the model for India, 
Auctions are effective, but they have their disadvantages. 

Q.“—You know^ the prococliire in Bombay wliich wus adopted with refer- 
ence to tlio report of the Excise Committee? 

A. — I do not know wdiat action has been taken upon it. I saw a 
Government resolution on it. 

Q. — The last action in the Council, if T a,ui not mislakcii. dropped local 
option in that province altogether and'endiMl in a vague reconunendatiun in 
favour of prohibition after 20 years in places of the original motion recom- 
mending immediate action. Have you studied the elfoct gtmerally in pro- 
vinces of the very strong restrictive action taken in the' Iasi lew yeara? 

A,— I have studied tho question with reference to Madras; it has been 

effective here in some ways. 

- Q.— Bo you accept the siatemeut that there has Imni beyond doubt a 
'©xteusion of smuggling and common use of the most ‘pernicious oi 
ffftll thtoxicants — cocaine? The polic.y has also given rise to illicit dislilhi- 
I tion, and smuggling of liquor and cocaine and the consumption of crude 
pA ,4^. unprecedented scale. 

lllf ' hr© speaking of illicit consumption with rcdercnco to the 

to by ordinary people injhis Presitiency, via.. 
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■ A.— 1 tiiink that is going to ho roduced homiftor. My point is tiiiis; 

ni i6gaid to ainick ^o\i hnd thiit tho busiioossi of tho clist illation is £5<.inp; to bo 
momisingly an organised industry. Jf you could have distillation organised 
lairiy well as a biisiiiessj 3i is possible for you to got at it easily for the 
purpose pt control. Hie difference is between raw liquor and distilled 

iiquoi. H \oii^ are uiinking of raw liquor, it means that it is necessarily 

going to remain a home industry. If you are going to control distilled 

liquor, the possibility tliat the industry 'inay be an organised industry gives 
you a better handle for control. 

. Q* I Jt^ut quite understand what you mean by an organised 

industry. 

'tbjg Presidency, for example, Parry Company are increasingly 
responsible for the distillery business. 

Q. — Every villager knows how to distil arrack? 

A. — It is not {|uite so common. I should .say it is very much less com- 
mon than the production of toddy. 

(,J. In a passage in your hook (Excise and Liquor Control) in which 
you deal with toddy, you say that the consumption, of toddy produces less 
of the evil effects peculiar to alcohol. What is your basis for this state- 
ment? 

A. — The Report of tlie Excise CVimmitteo of 1905 and the government 
note prepared by i\[i\ Stratbio. The point, 1 think, v'hich these experts 
have taken over and over again with regard to toddy is that toddy is a bad 
tiling: they say it is had, liecausc stale toddy ujisets the digestion. 



doea not worry because the whole, ifuesUou turiiN mi iiio 
(lisiiuction you iiutke between iiKlividiial coastimptioo and couniuiiml con- 
suHiption. The^ only justification for ihworiHiiciii to iiiterfeio iu this 

business is that iiidividuai people ■who drink, drink io twce.Hs. It is only when 
consumption is excessive that social harm results and the \UioIe cjiu'.stion is: 
what do you mean by excessive consumption ? Ycni fix a certain htaiidjinl 
and only beyond that standard do VfUi get drunkenness. As a |i:eiierHi 
rule, the man who habitually drinks toddy does iit)t drink to the feoiiio extent 
of excess as a man wdio ilnnks arrack or an.v of the distilled hpirits, 'When 
you look at the iiiaiu jiistihcation for (jovernment conirol in various 
countries, you find two conditions. The first ecuulitJoii is that eximsive 
drink does harm, I’lie second is that there? is an appetiic in people 
W’-hieli drives them to excc.^sive drinking. ruk-ss these two eonclifcions 
exist, you as a Government have no’ business to interfere hi tliis 
matter. With regard to toddy, iheso two coiKlitioiiH t*xi,st to a 
very much less extent. If you are going to fiml a real practical solution for 
4thLs^ problem, you. have to look more closely into the ili.stiiietioii between 
distilled liquor and raw liquor. Perhaps you are aware iliut among 
temperance people on the continent of Kuro|m dint rduong adniini.Niratnis) 
tliere was a general IVeliiyg till three years ago that public conlrt;] <)ugiit not 
to extend to liquor which does not contain more than 12 per cent (d 
absolute alcohol. 

Q. — It you tind that the consiuiipliori of >pirtt was fairly steady and 
the total nnmler of Ircc^ lapped was larger, whal would you ^ayt 

A.— I. .should examine it from the point of view of individual 
consumption. 

Q,-«“-Then you ^ come to the 12 per cent w’hieh you say oblaiim in Friiiiee, 
Germany and Swjtisorbiiid. Actually, the policy in tins Frositlencv ret‘og- 
nkes iluit. in so fur us it has abolished the uiraek shops in certaiu iSisiricis, 
leaving the toddy shojis. 

A.— L think G(»vernment are moving on right lines in thi.s matter. 

Q. — You say that the objection to the pre.’^eni excise policy is not that 
it has led to execs.^ive drunkenmws, but tluil it is tenilin|a; io place too 
heavy an economic fmrdou on the poorest classes. They would not give up 
tlieir drink aud^ if you imiko them pay a high price for if. it would tell 
upon their subsistence level, 1 suppose liiat is your objection t 

A.’^Yes; the poorest cljasses who consume toddy. What I would suggest 
with regard to toddy is that you had Ixjtter got back to the fen 

system. 

Q.—la other wmrds, you would roduco taxation on tliafcF 

A. ^Yes; if you think toddy ought to be kojji under control. 

Q.— The •whole of this depmids on your .su])]ji)sitiun that tliere is 
drunkenness in toddy tluiii in arrack. Have you stiKlit\l ihe figures of 
drunkenness in the taluks in which tlie arrack shops have been Mipprossed? 

A. — You got the figures of diumkenness from convictions from police 
j-ocords. 1 do not lliink they are of much value. 

Q.— Tobacco. You say iliat the attenqd. to dilfcj'mdiaie bciwi^en crops 
vvould no a novo! precedent in land taxation in India. We have just loarnt 
that m Burma they have a crop rate for tobacco, sugareaii© und beteL 

A — I did not know tliat. 

J)r, PuraMjp^e, in the .Punjab we have a crop rale for irrigafun. 

That is, two dilfereni (n*ops whiili require the same amount of naier cie 
eliargecl chfrerentiy. What would you say to a first step of Slate monopolv 
of retail sale which would be worked through licenses sold by auction sav 
a monopoly of vend over an area such as a taluk ? > v > 

t Pi is more or less the kind of system you have with regard to 

toddy and arrad-z shops. They are trying that in ikichin. 

I ; ; j have that in Cochin, Travaneore, Patiala and other States. 

I ' : ;'A.yrMyUea^> that with regard to a large area like the Yladras Presi- 
dency the question of smuggling and illicit production might become a 
more difficult matter. In regard to Codiin and Travaneore. thev have this 
great advantage flat hardly any tobacco is procliicccl there. Most of it 
ootoe rix>m '4 Isteall' manageable area. 



Q. — It was suggested to us as a corollary to this monopoly of vend that 
tliero slioukl be a fairly liigh limit of private possession and that all traders 
ill tobacco should he licensed, so tliat a cultivator would have to sell his 
crop before a fixed date either to the monopolist of his area, or to the 
monopolist of anotlior area or to a licensed trader. 

A. — I think that might be tried. 

The IMahanijadhlmja Bahadur of Burdimn, Q. — You say that land 
revenue in its present form is an old tax and that is a factor which is in 
its favour. Do you consider land revenue to he a tax? 

A. — Our position with regaial to that is that it partakes of the (‘haraeter 
of both a tax and a rent. Tim re is an element of tax in it as it slavids at 
present, 

Q. — You consider it as an old tax and not as an okl system of land 

revenue? . , ■ '■ '■ ■ 

A. — If you are Ic.oking at it as a thing whicli has been in existence for 
150 years, i think tliat all those 150 years it lias partaken of the character 
of a tax. 

Q. — You eonsider.it as an ' olck tax?' ■ ■■ . 

A. — You might clroj) the worcl i tax’ and substitute ‘conlrilmtioid if 
you like. 

Q. — You say that because land revenue is an old tax, yon faianot, in 
view of the present conditions, accei»fc the siiggostifnis which Imre been 
made for the conversion of land revenue into a. tax on agrietihural incoriios. 
From this, I understand tliat yon are not in favtnir of the conversion of 
land revenue into a system of income-tax on agricultural incomes.' 

A. —Yes, 

Dr. Q. — Yon say that tlie fecruig of initatimi whic h un- 

doubtedly exists at present with regard it; Imul rovimue is largely due Jo 
the uncertainties (»f reset llcnient and to '^ome extent a’*'*) to lfn‘ iiuspiafity 
of the burden as between the larp.; and iln^ simdl proprielor. 'Wbal k tins 
iiuxpiality of burden as botwemi the large and the small proprietor, if Innd 
revenue is regarded as a contribution from tlie surplus? 

A- — I think we had better put. on one side, for the purpose of clear 
discussion, this controversy as to whetlic'r laud revenue is a tax or a rent. 
Whatever might be the way in which this was i-egarded in tlie days beforo 
British rule, ' since British rule started, the basic idea lias been surplus, 
but in collecting tliat surplus, I think almost unconsciously, perhaps also 
consciously, various principles whicli relate specially to a tax system !iave 
been introduced, with the 'result that you have a rent which k graduahy, 
approximating to a sort of tax. . • 

Sir F^reif Tkonumn* Q. — ^Wliat are those eharaeteristics? ’ 

A. —Take, for example, the latast recommendation of the Joint Com-' 
mittee*-*the idea of no ittation without representation. They recorainended'' 
|ih#i ,all principles wideth regrdste lancl reteime should lie .hrOuglit 
tinder iOglBlative oOiitrob Tt seams to me that when they accepted 'tittSi 
principle they were thinking of it, not in tlie light of a rent» hut 
light of a tax, The snnohioh’for taxation is that it is accepted hy the* p#0|>|e 
upon whom the burden is left. It is a principle of taxation , 'witch J |l ' 
accepted in democratic countries and to the extent that they decndecl to apply 
that here, it seems bo me that they wwe thinking of it rather as a '.than 
as a rent. 

— ;n() YOU' say tliat the fact that tliis payinont is made is a iustification 
for relief froin a general tax like the income-tax? You know that agricultural 
incomes are exempt from income-tax on the ground that they pay land 
revenue; do you think that a reasonable justification? 

A.— T think it is a practical justification at present, liecause it is very 
difficult for you to get at the income of the agriculturist, 

Q _.Xhat is anotiier ground altogether. On the ground of principle, do 
you accept the proposition that you are not subjecting agricultural incomes 
to an income-tax, because they already pay a very heavy tax by w-ay of 





Q^^]y;ay I put it ibis way; Tf you abolished land rcyeime and Hubsti- 
tilted for it a iiBiTersal ineoioe-tax whieii ajiplied to agnoiiltiiral incomes, 
would not the landholder be in a more favourable position tlian anybody 
else? Let us suppose 3 am a shopkeeper, 'I pay rent for the shop and I get 
some ineome on account of the shop, A hiiulhokler iiitikcs the same income 
from land, but lie pays nothing for the land. We use the shop and t!!o 
land for the same purpose, why shouldn’t ho pay as rninh as I fniy for my 
shop? 

A. — Isn’t that really a question of detail? 

Q. — I think it is one of vital principle. 

Mr, JDitraiswami Aijijar, A.—Tluit is iakitig the position that the State 
is the landlord. 

Q. — But you take the very opposite position tluit tlio holder irs an 
absolute owner? 

A. — We do not take tliat posit io!U 

Q. — You say that the absnhiie owma* eau have that laiul^ without mak- 
ing any contribution to the Stale i^xeept a gemnal coiUributiou which 
the nod-landholder also makes? 

A. — It is not j)artnking of the character of a tax and rtmt. If that 
position is taken up, it will becojue altogether a tux, 

Q. — ^Let m'e go a little further. ^ Suppose the hmnem of your country 
do so w^'eH that you can dispense wiili income-tax altogether. Now then, 
what is the position that your iamihobler lias got? 

A. — That is a vc?ry theoretical ^uKsitiou. Whoji you can abolish incomo 
tax, you can abolish land revenue also. 

Q. — ^What I say is that it is more rt'asoiialde* for the State to tokf a 
share of the rent; having done that, you inust assume equitable treatment 
as between the landholder and (xovornment. If you then put a general tax, 
like the income-tax, that must apply right through. 

A,— That is a practical question. Already, he bears the burden fd tlse 
land revenue, and on the top of it to put income-tax would l>e too' 
of a burden. 

Dr, MatluiL — Could you not make some kind of adjustment by 
wdiicli tlie thing might he equalised? 

]\fr, Bm'oisivaml Ayyar, A, — It takes for granted that the State is 
the absolute owner. 

Q. — Nobody has ever been able to define the term tewnerb It is 
fifty things in fifty different countries. \Miafc appears to have happened 
Ls that the State' has parted with its rights in latul ami consideration 
is the liability to pay a certain sum of moimy at such rates as are juxwribod. 
If that is not a I'etit c-harge, f do not know wimi a rent charge is. If it is 
rout charge why should it exempt you fi’om income-tax? 

A. — ^Tt is partly rout charge and parily tax. It is that ivhich exphiiiis 
the position. 

Q. — There are two pieces of land. One. a jnece of ry(?iwuri land, pays 
a land revenue of Bs. 40. There is another piece of iajul exactly similar 
which is rented from the landlord and for wdiich the tenant pays Bs. SO, 
He pays no hind revenue but pays rent, just as in England. Why should not 
his profits be taxed? 

— ipiie profits of the farmer could he taxed. It is on a different 
footing. It is a business in the case of the latter. 

Q. — Thfe man who pays Bs. 40 should not he taxed and the man who 
■ pays. Ks. 80 may be taxed? 

A. — ^In the case of one it is business; in the case of the other there is 
a. certain right of owneinship. Where the owner occupies for generations he 
pays land revenue. There should not he land revenue as well as income-tax. 





Q. So the proposition is that tli6 landlord is the absolute owner? 

A, — Not an absolute owner. 

"" Q. It seems to me that you do lip-service to that prineii>le. 

Dr. Blathai. A. — Probably we do. 

Dr. Ili/der. ^ Q.—Passitig on to the next sentence I take it that y< 
are in Ipour ol a pennanent settlement in respect of Iain" 
then calling iipoii the agriculturists to pay an extra levy wIk 
a financial necessity for the State? 

A. — Tiiat is the proposition, 

Q . — There would he an element of uncertainty in respcci 
^inna.i extra levy. At present there is a certainty for at i 
years. When tlie land is permanently settled, he may pay t 
four or five times and it may result iu a state of affairs i 
certainty than at present, 

A. — Wo thought of that difficulty. ' _ 

way. It is only on a special emergency that an occasion for 
arise and as the omergoncy i)asses away the thing w 

])r. DlathuL A 
projjoiiy interests is likely to 
difFn-uity, or is if that 

Q. — Aly point is this. Tf 
the mniindars to an ocimionaJ 'levy, the 
uncertainly as no one 
tht'i provincial budget. 

D/‘. AlidhaL A. — For one tliiiig it is likely to be only for einergeneies. 
In the second place, an extra levy would mean only a very sinall proportion 
€>f the permanent revenue. In the case of a tliirt,y-years settlement the 
family settles down to a ])articular standard of expenditure. At the end of 
30 years the whole thing is shaken about. Clompare that with a system 
wliore you have a tlefinlfco amount of land revenue with a small exlra levy 
coming in occasionally. The (piestion is a relative one. Winch is the worse? 
My point is that the element of uncertainty in the thirty-years settlement is 
really the greater. 

p. — In the course of the last 30 years how many times have there been 
deficit budgets? 

A. — I can’t say off-hand. 

Sir Ftrcij Thompson. Q, — You know the tendency of emergency taxes, 
don’t you? The income-tax was an emergency tax in England. 

Dr. Maihai, A. — The whole point is this. It really depen ds‘ on the 
question of public expenditure. 

IJr. Ihjile.r, Q. — ^Yqur point is that if there is control over exjienditure, 
you will have no occasions for increase. Supposing you have full control 
over the sources of revefuie and the excise revenue suddenly falls, you 
will have to have recourse to au extra levy? 

Dr. MitJhni. A. — An extra levy like this would not cause gcmwal resmit- 
ment if the particular kirn! of oxpondilnre for which this is wanted is 
a<'(‘ 0 }>table to the hulk of the people. Tf you have a scheme of elemeiitarv 
edueatiou and if you go to the Council with a demand for 50 lakhs of rnpen^s^ 
I have got sufficient faith in the electorate that it will be accepted. Ax, 
present they would turn round and say that the great hulk of your ex- 
penditure was determined at a time when they had no voice. There- 
fore, if you propose an extra levy, they wmald say that you ought to do 
away with the unnecessary expenditure.^ Tf you have control over 
expenditure, then it seems to me that this extra levy would not be so 
very difficult to carry out. 

The President. Q. — Have you had any Retrenchment Commitfceo in 
this Presidency? ‘ - , , ■ • ^ 

” A.-^We had one. , . , 

Q. — Composed of representatives of idle democracy? 

A. — ^Tn the fiiM^plade its work W-s ■not' snffioiontly |>uhlie. In the second 
p-1aeO|,I do not tMAkfCtov^rnment their recommendations to Ahe 
extent they ought to havd.>. . i ‘ i, .i ‘4 , ■ ' , - 


We reconciled onrselves to it in this 
a levy wonld 
ould be dropped. 

le point is whether a legislature that represents 
accept a, proposal of tin's kind. Js that your 
you want to redu (‘0 the element of uncertainty? 

you settle land permanently and expose 
re ivill be the same amount of 
liow many times there will be a dodcit in 


nows 
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Jfr. D'umt^immi A,— Wlmt iwoneiled nn to tints proposal in tliat 

lami rovonuo 1ms tmi grown vory rapidly. Tbc saorific# of iwenue will 
nofc 06 great owing to its inelastic character. Aforeover wlien iicm" land is 
brought under cultivation, this would not affect the growth of revenue. 

t a 1^24 there have been’ fourteen 

I hence’ the landlords and the agriciilturigte inlght he 

ajiprenensive of a levy coining every other year. 

Mr. Durauwami Ayyar. A. — There will be a cheek also on expenditure 
when you have to face the Councii. 

T/ic Preshlent. Q. — In die last paragraph you 
taxing land on the basis of its capital value does not 
Are you there referring to Mr. V. K. Kaniamijach; 

Dr. Mathai. A. — ^We are thinking of a svstein 
,nosa. , ’ , 

^ Q.—Yoii say land valuation will be difficult to 
criticism still apply if there is a tax on rental vain 

A. It would be less difficult to ascertain rental 
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Diwan Bahadur J. VEHEATiLBrABAYAHA EAYBDXJ, B.A., B.£, 
Inspector-Heneral of Begistration and Begfistrar ofloint Stock 
Companies^ Madras, was next examined. 


Written xnemorandum of Mr. Venkatanarayana ETayudu. 


/Is the Inspector-General of Begistration^ Madrcy^ 

Q. 88. — The Indian Stamp Act is a revenue lav’" which enters largely 
into the business transactions of daily life. Its operation is more or less 
autoinatic in that its application is left to the people themselves, it is 
therefore necessary that the working of the Act should be as clear as 
possible, so tliat the i)eop]e may thoroughly understand the oldigatious 
which rest upon them. The i)rineii)les underlying the Indian Act having 
presuimihly been borrowed from the English Act, any departure made to 
suit Indian conditions should necessarily take account of those princix^les. 

Conunercial transactions, for example, are lightly taxed, compared with 
others, in ’accordance witii tlie British practice, and an undue eidiancement 
of the indian duties in this respect is out of the question, in view of 
the international character of (,*oimnerce, and the comparatively slow pr<j- 
gress made I)y it in. this country. 

The duties on transactions relating to property are rather heavy, and 
if a further increase is sought to be elfected iti these duties the question 
of undervaluation of property or distortion of transactions, or hotli, will 
have to be faced in all seriousness. There is already section 27 of the 
Stamp Act which shows which way the wind blows; for it** requires that 
the facts affecting the stamp ^ duty should be fully and truly set forth 
in instruments. The State is, no doubt, entitled to a vshare in the 
periodical rise in the value of land ; but such improvement is partly the 
result of the disproj>ortionate demand therefor, as a form of i!n>’estment 
consequent on the slow development of trade and industry and the lack 
of public confidence in business enterprises. There should, "therefore, be a 
limit to the stamx:> duties levied on this form of investment, wliioli is resorted 
to by the people, not so much for the income it yields as for the element 
of safety in it. 

The Stamp Act was an all- India measure till the 1st April 1922. From 
that date, an enhanced seale^ of duties has been introduced in this Presi- 
dency to meet the general dehent; but this has inevitably led to a difference 
in rates throughout India,^ necessitating the levy of "the balance, where 
necessary. The disparity in the scale of duties, ho^vever, is bound, in 
the long run, to affect the^ free course of transactions as between one 
^province and another, and it is to be hoped that the incidence of the 
duties will once inore be equalised in all the 3 >rovinces so soon as their 
financial position is restored. 

Q. 93. — Strictly speaking, the registration fees levied should not 
be higlicr than the sum required for meeting tlic cost of the registration 
staff including pensions, cost of stationery, buildings, etc., a margin being 
of course provided as a safcgiup*d against the variations in the receipts 
consequent on the fluctuations in registrations. The service rendered by 
the Registration Department mainly consists in the creation of evidence 
of title ^ in. respect of transactions relating to land, but the agency which 
records the transfer of revenue registry in respect thereof is divorced 
from that which registers transactions generally. Consequently, neither 
recoj‘d can be said to be complete in itself; but opinions differ ‘as to the 
feasibility of co-ordination of both the agencies so as to secure a registry 
of oadi and every transaction. The registering public incur, all the same, 
a doulde expenditure in consequence of the dual nature of the agency 
employed. TJntil, therefore, a self-contained system of registry can be 
introduced, registration fees should be so regulated as not to exceed 
reasonable limits, the same being regarded not as a tax expected to yield 
a surplus to Government for utilization for their own purposes, but as 
a remuneration for the services rendered which ^benefit both the Govern- 
ment and the public alike. _ 










For those and other reasons^ the ^‘(iovcriiriieiii of India has reooaiedly 
amrined that the Ji^^istratiori l>epartniotit has Jiot boon eslablished for 
the purpose of realising a profit to the (yoveriiuiciit, but in order to securi* 
a better record of title in land and bettor evidoneo of inonettiry tniiiHnc- 
tions among the people’ and Inis constantly iinprmsed upon all Loeai Clorern- 
inents 'the need for devoting the surplus in their hands (after ineeiiiig 
pension and other indirect charges) to providing fiW'ilitios for registrationb’^ 

It has accordingly been the practice to utilize in a large inensure the 
stirpms derived from registration receipiSj partly foj* oinming lunv offices 
which have the effect of reducing ilio diHtancos r.lie parties liavc to travel 
lor getting their documents registered and partly for improving the }>ro,>. 
pects oi men who, by dint of hard and honest work, Isave contidbuted io 
tJio sorpms. 

^ \\ith the termination of the Great War, however, has come the in- 
evitable deinaiid for oeonomy and rotreuchmeni from all siaes, i.»ut si 
has not been found feasible to reduce the number of existing registration 
offices or the size of district charges, both courses [)eing eonsidert^il todx^ detri- 
mental to the public as well as to the department. The alternative Ims 
cousecpiently been adopted of raising, vvith effiMa from the Isi- Alarcb 
tiic scale of fees ior the registration of docunumts of value c*xr“ed- 
ing {\s. H) I, so as tto leave untoindied ihe poorer classes who have gema'allv 
recimrse to transactions of lower values. il is nog however, a'ljuesiioh 
ol finding funds for the Registration Departineiii which reiliains sell- 
sufhcient, Imt ot pooling the income of tln\ ami other depaiiments with a 
new to copo wdth the general financial crisis. 

Til© enhancement of registi-ation fees ihr such a pnrjm.M^ marks, ol 
mtriie, a definite departure from the time-honoured princi|ilo that only 
Ho inueh sum miould b© colfecded l>y way ol foes as shouhl orcliiifirlly suflieo 
to meet tiie retjtiirements of tho department. Indications of the coming 
change, howmw, were not wanting even in previous rears, but they lacked 
an fiuthontative. pronmincomeni. While supporting in a measure tfie 
unavoidable change, however, the Hon’ble ihe Minider for Education' 
sfated as under in the cmirso of a discussion in the Local Legishdive Cmnicii 
in March 1924: — 

^ • • We had to raise the fees, as a matter of obligaiton 

to the general finances ot ihe State, -and not out of the necessity for soeing 
that the department was self-supporting. I mav add that I myself do not 
see any_ partimiiar imson why we should maintain the present rates when 
the fiimuccAS are lu a better condition. :\|y own idea of the department 
is, as Mono in able IViemhers are aware, that wo should nuiiutain it foi' the 
coiivenieuce of the rural population and open new offices when fieoplo nmko 
appucations for them 

The ftiumcia! position 'of tho Piositlonc.v being wluit it is, a mluolion 

Ot the present scale of registration fees is out of tJie question at irresent 
but there can be no two opimorm as to the soundness of the princinlo laid 
domi by the Goveinment of India, having rogaril to ihe obligations wiTn# 
rest upon tho Local Goveinment to make registration ea.sv and poiiular fo 
mtrodu(‘0 a cotnplete iccord of registry and 1o bring ’ the prospects of 
the men in the depaitniont into lino with those ohtaining (dsiMvliere 1110 X 0 
relorms may ho taken m hand and pushed on, once ihe financial kahilifv 
of tho province is lestored, in response to the domund of the puhiic iimt 
iTitendS should lie spent tor purposes for which they are primarily 

Q. 157.— The levy of uniform stamp duties and tlic central mlminjsij*a- 
tion thereof ought to he commended for reasons given in my answer to 
Q. 88. Ji- the levj of stamp duties at varying rates cannot, for financial 
reasons, l)o altogether dispensed with,, the apprehended transfer of business 
irom one province to another w'ill affect not the transactions affeciirm 
imniovalile property but those relating to movable property, money indiulecL 

" Even when a tax is unchanging in its incidence, a division of its pro- 
ceeds between the Central and Provincial Governmouis generally arouses 
provincial jealousies; and these will be all the more intonsifierl hi tho ease 
ol stamp dute levied at varying^ rates in different paits of the country. 

A furtlier obstaeie to the allocation of the proceeds lies in the vaiwdiiir 
■noome deriTed, but .from fseveral taxes in the, same niwinc-e 

where the land reTettub:-^ mention only one instance— exceeds the revenue 
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i'roiu iiieoine-tax aud oice versa. In the eircmmstances, it will Jiot be etniJ- 
iablo to take a particular tax by itself for the purpose of jnaking a 
division of its proceeds. 

The alternative seems to be to pooj all the resources which are laid 
under cont3ul)ution by the Government of India before deciditig upon a 
division of the income from a paHicular tax or taxas. At the same tirne^ 
the cpiestion will have to be considered, whether in view of an increasing 
share of ccistral revenue demanded by Frovincial Governments in the past, 
the Gcwernnient of India should not confine itself to a few taxes and appro- 
priate the whole of the proceeds therefrom, leaving the Local Govenmients 
10 utilise the cjitiro revenue derived from other sources. 

'riio foregoing considerations inore or less apply to judicial stamps. 


Kegistration fee 
in India. 


Itegistration fee in 
England. 

Bs, di) (£2) 
n Jib (£2) 

,, 7o (ijo) 

„ 1^3-12-0 (.Ce> -5- -0) 
,, 431»l-0 (£2?^4r^- 
,, 506-4-{) (£33 45- 
M 731-14) (£13- -15- 
„ 76(M)4) (tSO) 


Tapital . 

B,h. 20,000 (£1,333-4-8) 

„ 30,000 (£2,000) 

„ 75,000 (45,000) 

1,50,000 (£10,000^ , 

„ 15,00,000 (£1.0(1,000) 
„ 30,00,000 (£200.0(U}) 
„ 75,00.000 (£500,000)' 
}»raxhnnin fee 


775 

1,000 

1,000 


r to 29rli April 1920 (Adde section 39 of the Finaiu-e 
was only o shillings for every £100, 



In orclor that tlie prmeni scale of fees oil the capital of coiiipaiik^i 

may not hamper the growth of smaller concerns among them^ it is tlesirahk 
that it‘ shoujcl 1)6^ hronght into line with the scale in the Biiglisli Act, 
The scale gi^en in Table B in the First Bchediile may accordingly Im. 
^ i;«^tised so m to acicord with Table B in Englisli Companies (Consol id at ion) 
Act, 1908— -its. 10 being taken as etj[uivaient to £1. 

The revision of the scale of stamp duty and registration fees iw sug- 
gested above, whilst increasing the stamp revenue, will not in any way 
fetter the growth of joint-stock companies, the revision being uiifelt in 
ill© tme of snmiler concerns and bearable in the ease of the bigger cmes— 
vide Annexure Ilf. The actual figures workcxl out on the basis of the fore- 
going proposals for the year 1923-24 show a .surplus of Hs, 27,476 umler 
stamp duties and registration fees put together— vide Annexure IV. 

■ Q. 91. — Except in the case of well-i nan aged companies, it appears 
*that deeds effecting transfer <>1 shares are in many eases not stiiiiiped either 
intentionally, or owdng to ignorance or indifference on the part of the 
company officers. Such cases usually remain undetected, since the chances 
Or the transfer deeds being filed before a public officer are few' and far 
between. The best remedy for such evasion appears to !>e to add a 
provision in the Indian Companies Act, 1913, recjuiring that a return in 
the form annexed (Annexure V) of cases of transfers of shares in the case 
01 <^very comjjany having share capital, wiiether public or private, shouhl 
be nioci with the Kegistrar ivithin a month from the date of registration 
oi translcr as in the case of the return of allotment (sec-tion 104), smh 
statements being accompanied by the original transfer deeds concerned 
whK'h will be returned to the company after inspection by the Kegistrar. 
this provision will impress on companies the tluty of seeing that the 

since iimufficjently stamped transfer 
i]mm< Will be impounded by the Kegmirar at the tima of his Beriitinf, 

1 1 institutioii of this return has also the advautiufe of tieiiiK fotind 

f Ragmtrar*s office to keep always 

an ' up-to-date list of th© slmrehoiders of a registered c^ompany. Ah the 
5!; transfore of shares are recpilred to b© enter«l oiily 

in the asmiM list of menihers and summary filed under scetiofi m of tile 

im up-to-«lato information as 
legards transfers ©ffocTed during the period iiitorTcning between the iliiig 
of any two lists of membaiw. " ^ 

4.1k - ' consMeml^ expedient to make any new* provision m 

the matter I the oineet 'in vi^w, viz., that , of «isitrihg that imdu pf tranfelers 
tmly stamped, can be achiev^ also ny adding an Mditlouikl 
Srlho sclitaule III to the Indian Companies Act, lIlS, 

'‘The original deeds connected wdtli the transfers of shares noied in 

seotiorisf'br’^'li^Acfc! permitted l.y 

The scrutiny of transfer deeds will inevital.ly add to the work of the 
eonii>anics department; and faiimg the retiiodies suRgesIcd ahove a declii- 
rafciou may ho catiscd ho added in the iiiinua) list of memhors to show 
that the deeds m question have all lieon ilulv 




ANNfiXURE I. 

Company limited by shares. 

StaUinent of the Nominal Capital of ^ Limited. 

PinaiiorAo"* Stomp Act, 1891, a;! ameiideil Tny section 39 of the 

Tlie Nominal Capital 


of each. 


Dated the 


pounds, divided into 


day of 


Limited 


Signature 

Deseriptioii 


he signed hy an offioer of the company and lodged 
of the oorn^;' “ association and other documents when applying for registration 
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ANNEXDBE V. 

Eetia-n of Transfers of Shares. 

The IncHcm Companm Act^ 1913. 

(Section .) 

(To be filed with the Eegistrar within one month aftei* the 
transfer is registered.) 

Return of transfers {a) from the of II 

of 192 of the (b) 

jM.ade pnrsnant to section 


Nimiter of «iiaies 
tranef erred. 


Kame of t ianaferer 
with addreas 
and oocn ration. 


Kame of tianeferee 
with address and 
occupation. 


IDate of regi 
I tration o f 
transfer, 


Note,— («) In making a return of trajisfeis under section of the .Indian Com- 

panies Act, 1913, it is to be rioted that — 

1. When a retain includes several tiansfers made on different dates, 
the actual dates of only the fiist aiid last of such tiansfeis should he entered at the lop 
of the front page and the legistiation of the return should he effected within one month 
of the first date. 

. 2. When a return relates to one tiaiisfei only, made on one particular 

date, the date only should he inserted, and the spaces for the second date struoh out, and 
the * made ’ substituted for the woid * frcm ^ after the word * transfers * above, 

(3) Here itrsert name of company. 


Sir Fcrcy T/iufiipsoii^ Q.— -In tire fourth paragraph of your reply to Q*. 8B 
yon say that the disparity in the scale of duties is bound in the long run to 
affect the free course of transactions as between one province and another, 
and it is to bo lioired that the incidence of the duties will once more be 
equalised in all the provinces so soon as their financial position is restored. 
Can you do that except by making stamps a (;eirti'al subject:^ 

A. — Stamps should be made uniform. 

Q, — And the only way you can make it uniform is by making it a 
central subject? 

A,— Yes. 

Q, — Is that a desirable thing, in your view? 

A."— In these days when there is the cry for provincial autonomy, if 
you take that measure, I think it may be a retrograde stej). 

Q. — You say you are going in the direction of provincial autonomy. 
By advocating this method, will you be going in that direction? 

A. — The Legislative Councils are clamouring for more po-wers over the 
subjects affecting taxation. ^ 



they are ehdkmig and get pewea hi regard to Urn mim 

of stamp duty, what is there to prevout tiioiii from liaTiug clifereut rates in 
©Tory province of tli© country One province which wants more revenue 

may say ^we will double it’. 

A.— Some sort of control Juay bo vested in llie (iovernor-OoneraL 

Q.— If you have that control, is that autonomy F 

A.' — It may not be. I am in favour oi’ making ilicse rates uniforiii anti 
removing ali ineqiudities. At the same time, I ani doubtful wlsethw it 
would he in consonance with the spirit oi ilic times. 11ie.relorc% the nuisance 
of diitering stamp duties is inevitable, i^ut there is a limit. W a provmeia! 
legislature passed an Act doubling the present stamp duties, 1 think the 
people would raise a iuic and cry and tmu Act would be repealed in no time. 

Q, The trouble will then be what jirovinces are io eome into line. 

; A.*— As far as the peopio arc concerned, they don’t trouble theinselvoN 
with the rates prevaiimg in otner places. They geiieraliy do not have a 
comparative idea of tilings. As long as they find tJiafe they are not heavily 
taxed taemselves, they don’t worry about the rates eibcwhere. 

Q,— In the next paragraph J do not quite understand the dilforeneo 
between the functions of the registration deparinient and those of the 
agency whieli records the transfer of revenue registry. 

A.— It is tho revenue department, wiiich maintains the settlement 
registers and other counectod revenue aecounis. 
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Q. - Surely they eaii do tlie work if ilie revenue dopariiueui liad iioii 
oidy iU present stair, hut additional staff (Xiiiivaient to that of the 
registration dex)artiuentP 

A. — Yes, some additional staff was given in the shax>e of some extra 
clerks, but the work was not done efficiently and therefore that system was 
found to be a failure, and this system of having a separate department 
manned by sei>arato officers who ar^ classed, as District Begistrars and 
Sub-Begistrars has been found necessary. 

Q.—Now you try to work the other way; devolving the functions of the 
revenue clex)artment on to the registration pfffcers? 

A. — Not all the functions, but the functions hi regard to the transfer 
of lands. Now we have greater facilities to maintain the record of ritlo 
in our office. The revenue officers have not got that facility. 

The Fresldent, Q.— You will index all the transactions relating to each 
survey number.^ 

A, — Yes, we write ui) a record of each holding from the revenue chitta 
liiaiii B register on the one side, and all the transactions which affect those 
lands are leclgered o|>positc the survey ffelds coini>rising the holding. Absolute 
transfer of lands from one to another are shown sex)arateiy and 

distinguished from transactions of an ex^heineral character such as mort- 
gages, leases, etc. This enables us to grant encumbrance certificates very 
readily, whereas it would take about a week or so to collect the same 
information from the indexes maintained sex)arately for each year. According 
to the new system, it will take only a couple of minutes to grant an encum- 
brance certificate. Sui>X)Osing under the old system an intending purchaser 
wants to Hud out whet-iier tne land is free or not, he ai3plies to the registra- 
tion dei>artment foj* getting an encumbrance certificate, and then we take 
a week or so. As soon as we give him the certificate, he gets the deed 
executed. But under the new scheme which has been ordered to be intro- 
duced as an experhiienfc in this district and Tinneveliy district, the pur- 
chaser simply goes to the registration office, pays the fees, looks into the 
register, satisfies himself with regard to the existence or otherwise of 
encumbrances, draws up a deed of sale and registei's it then and there. 

Q. — means that registration of transfers below the value of Bs. 100 
will have to be comxjuisory. 

A. — Yes. That will materially help the accurate preparation of 
■■record.:" ■ ■ ■ ■ ■ ' ' 

Q. — ^Y’^ou give a quotation at the tox) of page 20 of your written state- 
ment; could you give us its source? 

A. — That is from the Government of Indians circular that has been 
communicated to the Local Governments. 

Q. — Could you give us the reference? 

A. — I will -send it on to the Secretary. 


Sir Ferey Thotiri)son. Q.-~”You say in 1923-1924, the actual figures show 
a surplus of Bs. 27,470 under stamp duties and registration fees put together. . 
lias that position been altered now? 

A. — No. They have been clamouring for the reduction in the Council, 
but the consideration of the iiromised. 

Q. — The fees arc recognised to be too high? 

A.— Yes* 

Q. — The enhancement is supposed to be a temporally ineasUre? 

A.— Yes* 

Q.— Have you examined the effect of those enhancements in particular 

cases? 

A.—Ym. 

Q* — Is there any evidence that it deters people from registering their 
documents? 

some extent it does. 1 have prepared a statement to show that it 
has affected to some extent the numW of registrations. Here is the 
comparative statement, which shows the general financial effect ot the 
raising of the registi'ation fees. 


.. 1 if if I I i-ij I ^ 


’lilliiiii'tmrts:"? 




ll, A- . T' Mi. OWAiHlJ- UiU^Y, yw,* 

alternative s«tns to lie to pr^l nil tlie msourcos whi 
contribution by the Government of Indin before dccidiiiK 

tile income from a particular tax or taxes. ’’ J do no 
what you mean by it. 

A.— The revenue iVom ail the provincial .s!xbje<‘t.s nniv 
and a certain proportion wliieh lias to he paid to the (h 
may be determined. 

Q. — That means the existing system h 
A. Yes, That is the present arrangeinenl. 

Q.— It is not an alternative to the e.xistinL^ svstoiuH 


Q.~-lou advocate a duty of two aninis 
share capital as in England. The two anna 
at one-eighth of tne duty. 

A, — No, 1 have said one-eighiii per cent. 

Q.— The duty ill England Ubod to be 1 per i-eia. and th 
speahmg, a war nieasure, and therefore it is likely to be reduced, 
reduce tlie hxed lecti, and the sUuap duty payable mi the Menioi 

i >’ 

Yes, 1 consider. Es, Bi) ritther too high, 

Q.-^Kave yon any idea what revenue it will produce P 

a statement. Th© hnancial effect %voi 
if an excess iwenue of Es. 27,476 from companies 
Annexure No, lY attached to my written sta'teinent will laliow tl 

1 A.— 1 he fee lor pgi,stratiou of conipankw oonies to about Ifs 
have given Uus »Eo in my statement. c> i , a loui m, 

nominal capital than they a 


•y its. iw ot Eonimai 
you propose work out 


m IS, .roaily 
You would 
randiun and 
>ut which is 


cliecL by''yoKuS^tion?*®'“'““^ 

A.' Yes, it will have some wiioiesoino edect, 

: m: Pmanme. Q.~Esp6eially with regard to’ insurance coiupaniesP 
‘ A.^Yes, , 

Rs. 27,000.*^**^^ 'Ihompson. Q.— But then you nmy not, get ns iimch as 

'>ut not a very material 

stanS^Ss^^u Jtha^L'^'er’ 'vouf'' 

return in ke form annexed of cases tf trausfe]^ of 

.y«T cap™, diould ta airi mtU.th, K.si.t.,r. D.'J™ mS.;' SiSSl” ?' 

t^rmce to the Yransfor deeds. J^ttutmis© the transfer with 

,13 not a cumbrous procedure? 

“offi • 

b. 4'.aa ftr‘si"^s2t£”^ “ •" to 

^,'VBttt th^'il^ 1#^ ,, be hardship. 





Q so f 

A. — Because they do not know what stamp duty they have to pay for 
transfers. 

Q. — Getting of adjudication of stamp duty will be a simple matter. Why 
should you put the onus on the Registrar of the Company, why not on the 
transferee F 

A. —I was proposing the same procedure as is adopted in ordinary 
registration. When a stamped document is hied before the Registrar and it 
is understamped, he impounds the document. 

Q. — ^You have power to examine these transfers in the office of the 
company F I thought vou meant to examine these transfers at the office of 

the company. 

A. — No, they are filed along with other documents, such as ordinary 
mortgage deeds, and tliey will he examined in our office. 

Q. — If they are filed, you can check the stamp duty? 

A.— Yes. . 

Q. — Why do you want this return? 

A. — ^We do want the return along with the transfer deeds. Wo do not 
otherwise see the transfers at all except in the annual list. 

Q. — Is the registration department entitled to look into the books of any 
company to see whether the proper stamp duty is paid or notP • 

A. — ^We have no power to overhaul these records to see whether the 
proper stump duty has been paid or not. 

Q. — Suppose you have the power to inspect the office of the companies? 

A. — That will entail a good deal of e.stahlishment. 

Q. — ^In England we have got that power. 

A. — ^Here, we have not got those powers. 

Q. — I cannot see how it is justifiable if you have a registrar who is 
doing tliis work and to give the conipujiy the trouble of sending the return 
to you. i should have thouglit, if you have power to go from time to time 
where there is any siis])icion and inspiKtt the transfers to see whether they 
are properly stamped or not, it is sufficient for your purpose. 

A- — Even then, we can do that only in the ease of few companies, 
which will recpiire a larger numljer of officers. Whereas, as the depai’t- 
ment at i>resent constituted, there is only one District Registrar for the 
whole district. 

Q. — 1 should have thought the total time involved in visiting the offices 
from time to time would be less when- compared to the time involved in your 
scheme. 

A. — I do not think so. 

The President, Q. — Have you studied the principles underlying the 
rates of stamp duty and registration fees? 

A. — 1 invite your kind attention to page 194 of the Indian Stamp 
Manual. 1 have studied the instructions, and have some suggestions to 
make. Please see paragraph 80, instriiiuent of hypothecation of movable 
property, where such hypothecation is nmde by way of security for the 
repayment of money. These hypothecations are filed by companies under 
section 109 of the Indian Companies Act. Where they are attested, they 
are subject to stamp duty, and where they aie not attested, they are 
exempted from stamp duty under the Government of India Circular, 387 F, 
dated the 44th February 1918, page 197 of the Madras Stamp Mainial. 
f cannot understand the principle under which they are exempted. 

Q. — How does that circular derive its legal sanction? 

A. — ^It is a notification under the Act. 

Q, — ^You do nob understand why there should be any distinction? 

A. — No, Sir. My suggestion is that they should not be exempted whether 
they are attested or unattested. 

Another suggestion which I want to make is this. Newly formed 
companies very often take over going concerns and the property so acquired 
consists generally of goods, good-will and other assets and usually the 
consideration for such’ purchase : if iAlotment to the vendojis of shares 

, , ' - ' ' ''<! 



eciual to the value of the propertv 

VI X ¥' Bimnjml 

j (c) of Schedule l-,A, MadraK Starn 
is clear ou the face of the do<*innci 
ii regular couvejanee, full dutv at 
speomc lastauce^ im dm of 
hy a ^uewly registered company of *’ 
8Wmn Ciietti and Company. Liinited 
Mils transfer were recorded on a 
Collector and the Heveiuie Board h 
and should bear a stamp dutv of m 
to mitial allotment of shares' it can 
tor sale of shares stampable unde 
Amendment Act, 1922. In mv note 
provision should be made in the scI 
agreements of the kind in Question 


iKen over. Tlie agreement evidencing 
ow With twelve annas stamp. Article 
(Amendment) Act. 1922; but where it 
tnat It iH not a mere agreement but 
nvepnee rates is levied, fo quote a 
i. Eamaswami Chetti m^as taken over 
s same name, vk Af. R, M. Eama- 
liie particulars of contract evidencing 
ve annas stamp paper but both the 
1 Q A ^ contract was a oonveyane# 
ri agreement pertains 

« viewed as an agreement 

Article 4 (b) of tbi^ Afadras Stamp 
have thorofore suggested that special 
Inie HI regard to the stamp duty on 


Mr. C. CWPAIA MBWOW. M.J1.C.. Madras, was ne*t eKamined, 


Written memorandum of Mr. Gopala Menon. 

Incidence of Taxation. 

xure A-2 (i) The estiuiute, of areas sown Tn 

revolts mostly of the village officii 
and pi-obaWy 
that the Settiemeni lipfug mad 
*’"UK« obtain^ at the time oi 
make . periodical revisions, exi 

of outturn h.v the nrea.s sovn ir 
a hardslni) espceially when in all 
•sufticioiit irrigation facilities. 

.’*y ybitrarily p ’koktec 

-....I crop return is unroliablo. 

iva^r "'yv'- S' ss i 

f* ?*>»“ p”» 

on tins data ]>y tlie rcweiuie -a 


on tiie reix 
Off ahd/on checked' by the R 
f^hsild^. The experience is 

they only rely upon the %' 
^ttfement and are indifferent to 
in the ease of second crop. 

To judge the estinmM^ 
actual outturn is particiilarb 
the Presidency there are no 

estimate of normal 
the estimate of r ’ 

^ at the normal 

place _the area selected often 


The estimate nf IL ^ i on 

normal crop whkh 1 erittkl f "‘’'JP. “K '“'‘'J® 

of*t 1 m*hm!df'‘of 1 h^ {j®®]/h|ggost°Lat\^ Xi 

wio nanas ot the snbordinafco revenue ofBfi-ii« 

i Q- 2.-— Find out the area cultivated for a scrieo nf xrrv« 

for the different crops in different areis ^ * 

With regard to the estimates arrived at hv 

to tA, . a »m.l 

ftoASjiTr^sffrbS ^rcSTri s 



iative Oouncii reiorred to in question No. 6 ma^ be introduced. In addition 
to tills statistics of all employees in all public services together with their 
income may be maintained. I would also suggest the registration of all 
trading companies both private and joint stock. 

Q. 5. — Not worth while. So I will not advocate such legislation. 

Q. 6, — I agree to ali-India legislation on similar lines. 

Q, 7. — This has value because it will give an idea to the Oovernmenb 
of what the economic condition of the people in this country is, and it 
will help them to impose new taxes after arriving at the probable taxable 
capacity of the country. These estimates in conjunction with the estimates 
of family budgets of all grades of people should form the chief factors for 
determining the incidence of taxation. 

Q. 8.^ — I wish it were possible to conduct an economic enquiry with 
reference to each district, if not each village, 

Q. 9. — Agricultural, non -agricultural and professional. To arrive at the 
real incidence we should take into account not only those that pay direct 
taxes, but also all those that contribute to the State in the foiun of in- 
direct taxes. Take the taxes paid both direct and indirect and divide 
it by the total population. 

Non4ax Bevenne. 

Q. 13. — As the Government commercial undertakings are pioneer in- 
dustries for the purpose of leading the people in the country to undertake 
such concerns, and as they are started only as a model for them to imitate, a 
bare return on the capital invested would be sufficient. The Govern- 
ment should hand over such concerns the moment i>eox')le theniselves are ht 
to run sucli undertakings of their own and shall not tax them till they 
grow^ strong and yield a, real steady profit. 

No element of tax appears in the case of (a) but it does in the other 
two eases (b) and (c). * 

The policy of Government should be not to make any profit in their 
commoreial concerns as they are so vital for the economic Trelfare of the 
community. 

Payments for services rendered, 

Q. 18. — The dues levied for the safety of shipping at a port are only 
indirect taxes levied on tlie general tax-payer as much as these dues are 
taken into account to arrive at the net value of the goods. 

Q. 19. — Such taxes are imposed for particular purposes to meet the needs 
of particular localities and cannot therefore affect the general incidence 
of taxation and such taxes should not be taken into account in arriving 
at the incidence of taxation generally. 

Q. 20. — Taxes for certain local services which are inevitable for life in the 
locality need not be distinguished from those taxes levied for general 
purposes to arrive at the incidence of taxation for that i^articiilar locality. 
On the other hand taxes wdiicli are quite optional may be omitted. 

Optional Taxes, 

Q. 21. — No taxes should be considered as voluntary because the tax- 
payer’s general tendency is to avoid paying taxes. But at the same time it 
should not be excluded in estimating the burden of taxation. It may be true 
that economists have differed in their view on voluntary" and compulsory 
taxation, but in these days when it comes to a question of paying taxes 
voluntarily, people would rather try to avoid it than pay. 

Q. 22. — Voluntai'y taxes are very few. If any, they are taxes on 
luxuries, wdiicli are liable to be regulated by the consumer. 

Q. 23. — It may be so in the case of tobacco. But the case is different 
with intoxicating liquors as it imposes economic burden. 

Q. 24. — I do not oppose entertainment taxes. The tax on entertainments 
is a tax on luxury and it is optional also.^ In India, railway travelling 
has almost become a necessity and any tax imposed on it will be a tax on 
a necessity of life. ^ , 

Q. 25. — ^Yes. Drinking, and non-drpikihg.classes. We should exclude the 
excise revenue in estimailn^; burden , et the non-drinking classes, 

; YII— 5 : A', . , - , . 



QBn&ml FrmdpU$, 

/f)\ *»y Adam Smith are (1) Ability to nav 

nf amownt. (S) Cottyenienoe of the contributor, (4) ‘Ecoiioniv 

of taxation; The other sugg^tion is that there should b4 equality of 
burden . among all claves aceoraing to their capacity to pay. 

Ine^ence on the poorest classes and Poll Tax. 

exemption is inability to pay. The objection for every 
member of the immunity to pay a tax of some sortr-is that it is not 
dirtribute the advantages among all people and charge them in 
t suggestion of equality in tlxation-all are equally 

ThT^i^tbo^ pay equally for these advantages' 

the method of equal contribution per head mould be impossible, besides 
it IS extreruely unjust. Therefore we come to the generally accepted 
principle ability to pay” as the best test for taxation. It may be assessed 

The taxation may 

ppgressive. In the firat instance, income is taken as the 
standard, and the ainount of public burdens regulated by it. Progressive 
taxation is more equitable. «faiw.onu 

_ Q. 28.— -Taxation ^may ^be the ^proper basis for representation, but ns 

I representation, capacity . to 
,s for francliise.,, , 


universal adult suffrage is tlie ideal form of 
taxes alone slionld not be taken as the basi 
Q. 29. — Only direct. 

Q. 30. No. It is objectionable being a conipulsory tax. 

Income-tax. 

PA.. ^ enclose a statement* giving the rate of incroi%so I suggc 

tof'- different grades of mcoiue, 

- Q; present scheme of graduation, which in mv oi)ini< 

IS satisfactory. We need not adopt any other scheme of gradation. ^ 

Q. 85. — No differentiation necessary. Very difficult to find out. 

Q. 36^^ ^Proceedings of inquisitional nature are necessary and canir 
l>e avoided.^ The only way is to conduct a survey for the piirpose or tal 
census statistics. t i ^ xji taj 

Q.* •^^;~7Super-tax in 1922 was imposed as an emergency measure 
am of opinion super-tax as such may he abolished hut the rate on hiuln 
incomes where super-tax is now imposed may be increased. ^ 

: am not in favour of removal of 'exemption* of ineomW derive 

from agriculture given, under Act 2 of 1886 so long as the present Ian 
revenue system is continued. f 

I would like to draw a distinction betw^'een the earnings of a farm« 
of , the , absentee landlord in this Presidency. Prom tt 
latest Census statistics, it will he observed that the following is the ore 
portion of landowners, tenants and labourers:— ^ ^ 

Distribution of 1000 ucdml worhers in ag7inultu'Tc. 

Desoriptioii. ][<.}2X 1911 

Non-onltivating landowners 49 23 

Cultivating laiidoTOem .. 381 

Non-oultivating tenant .. . . . .*,* 28 "*4 

Oultivating tenant .. .. .. V. 225 207 

Farm servant . , ‘ * * * Tna t 

Field labourer , . * * * * [ 208 j 

Q. 39.— I cannot vouchsafe to the correctness of tlie figures, but if th 
CTstem IS adopted there will bo a substantial additional income to tb. 
Government and a relief of burden to the poorest classes by taxing: aari 
cultural incomes includmg those from the pennanently-settled lands. ^ ^ 

^ Q., 40.— Most of the income-tax assessees are generally persoms who ]iv< 

W rerdd. the'liVnit lould 

Q. 41.— After the introduction of the new system of inoome-tax control 
the ^^esse^ are furnishing^ a true statement of their accounts and so there 
IS nothing te say against the present system of working. ^ 

t tetter if accounts are maintained in a standard 

arrsibjert toToomS 



Q. 44. Tile isyue oi incomo-tax-free securities is unnecessary. 

r j 1 ^" securities do afiord facilities for evasion. So I approve 

01 the idea of colloctiiig tax by means of a special stamp duty on coupons. 

Q. 46.~-Yes. 

Q. 47. — prefer on the three years’ average as in England. 

Taxes on consumption, 

Q, 48. — 1. Those who do not contribute direct taxes are the poorest in 
the country and the best "way of reaching them would be to tax articles 
of consumption. But in order that their standard of living might not 
be reduced the taxes should be low and on as few articles as possible, 
rhe taxes on luxuries touch only the higher classes and may be heavier 
but consistent with steadiness of income. 

2. The thing that strikes me is that by imtting a tax on smoke or on 
drink at a certain limit, it is possible to increase efEciency if jiroper control 
is exercised in the sale of those articles, 

3. The idea that luxuries alone should be taxed relieving necessaries 
aiiogethor is only the ideal but not practicable, it is, however, necessary 
to judiciously impose duty on necessaries as low as possible and tax the 
luxuries as high as is required for revenue purposes. In fact there should 
be a judicious combination of taxes on luxuries and necessaries of life. 
A tax on necessaries is an inevitable evil. 

Q. 49. — The articles that 1 would suggest for the purpose of levying 
a moderate excise duty are, (1) Cigarette papers, (2) Coffee, (3) Patent 
medicines, (4) Perfumery, (5) Playing cards, (6) Raw sugar, (7) Petrol, and 
(8) Toilet articles. 

Q. 50. — It is good in principle when it can be applied to articles 
like whisky, tobacco, etc., hut eousuiviption of these articles in this country 
is confined to limited class of people and if a graduated scale of duty is 
levied on certain other articles the trouble and expense involved in collecting 
the duty may not be w'ortii tlic trouble and expenses involved. 

Salt 

Q. 51. — The theory of salt duty enunciated in the quotation cannot be 
applied to India where salt is so imjiortant an article of food. The 
average income per head of population is hardly sufficient to meet the 
bare necessities of life, and any tax on salt would be a real hardship, it 
is found by experience that in years when there was an increase in duty 
the consumption of salt has declined, and that medical opinion is strongly 
in favour of an irreducible minimum consumption of salt. 

Q. 52.“~-The poor classes in the country have already been burdened with 
duties on other articles equally necessary for subsistence, and it is difficult 
to suggest an equivalent article in the place of salt. I do not, however, 
mean that the salt duty should remain. The only solution is that the revenue 
of, say, nearly three crores obtained from salt should be recouped by re- 
trenchment in other directions. 

Q, 53. — The rate of salt tax in India eanuot be compared with those 
in other counti-ies as ihe figures given relate to the taxation per head 
of |)Oj)ulation atul in India it is Bs. l-I-O per nuiund. The rate in India is 
considered high as the income per head is eoniparatmely low. 

Q, 54. — } prei'er Goveriinioni manufacturing salt and soiling at cost 

price, 

Q. 55. — Yes. I favour large scale maimfaeture under Oovernmont 

control. 

'Q. 56. — 1 favour the imposition ^of a protective , duty provided there is 
scope for the development of salt industry. The^ question of a consumer 
in a particular part of the country need not come in the way of the imposi- 
tion of a general tax on salt. 

Q. 58. — I advocate tlio sale oi' salt by weight throughout the country as 
salt is taxed by the iveight. It will also lead to uniformity. Care should 
be taken to prevent adulteration. 

59 , — Yes. As T propose that Government should have the control 
of liianxxfacture, it logically follows that Government should open depots 
for the convenience of the public. , ' . 

Q. 60 .— Yes. ' , ' ■ , 



Mmw m cimd Brngs^ 

advocate; md we hope will socceed In adopting a policy of 

total prohibition at an early date. 

Q. 62."^! enclose a statement* of the views on the points raised in 
this question submitted to the government of Maclras^ by the Madras Temper- 
ance Iieagnej of which I am one of the Vice-Fresidents. 

Q* 63. — I accept all the statements except the last one. 

Q. 64. — As a measure of taxation the Excise policy in our province may 
be considered not bad. 

Q. 65. — All rates below Its. 10 per proof gallon are certainly low. It 
is possible to reduce the variety as well as to introduce a uniform rate 
in all the provinces keeping the rates as high as i>ossible with a view to 
get maximum revenue and reduce consumption. 

Q. 66. — I do not believe. The increase in illicit production, if there be, 
is not due to increased rates. 

Q. 67. — Locally-nsiade liquors may be taxed at the tariff rate and if 
deemed necessary the restrictions now imposed may be relaxed, 

Q. SS.—Yes. 

( 39 , — Transportation of foreign liquor from one province to another 
should be permitted under special licenses wliich niuat be subject to duty 
when transported. 

Q. 70. — Freshly drawn .sweofc toddy as is known in this prcsidciicy is 
not taxed, for it is not an intoxicating drink. 

Q, 71. — 1 am for a uniform higii and prohibitive rate, as my idea is 
total ^prohibition of these articl^B, 

, ' tS.-^From 'tke point of view* of taxation it is a satisfactory meilmcL 

Q. 74.“-It is true that the restriction in the number of licenses has 
to some extent resulted in the increase in the value of those remaining 
shops. But the advantages gained are not the same as those resulting from 
monopoly. 

Q, 75 , — Xt is necessary to arrive at some sort of uniformity. 1 believe 
it is possible to do so, 

Gmioms. 

Q, 78.— Leaving but, the question of protection, tariff- should be imposed 
t>|i" ittsiipy .imports as 'possible to enable Qovernm^t to get 
revenue and also to relieve the consumei-s paying higher prices if tariff 
is imposed on a few articles, which must necessarily be article of large 
imports. In any case articles considered as useful for developing industries 
such asS machinery, etc., should bear a light tariff. 

Q. 79. — ^In my oi^inion the present rates of tariff imposed are sufficiently 
high as compared with the pre-war days. But 1 do not think there have 
been any diminishing returns. As regards smuggling it is difficult for 
me to express any opinion. Old rates were at the rate of 5 per cent on 
imports generally, 1 per cent on iron and steel, but now the rates on 
imports are 2| per cent, 10 per cent, 30 per cent, while cotton ])iece- 
goods, cotton yarn, sugar, petroleum, matches, liquors arc taxed at special 
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oko rocoiniiiend an export duty on sucii articles in which India enjoys a 
virtual iHonoi)oly, say for instance, jute, lac and its products, manganes© 
and all kinds of inaniirc and oil-cake, tobacco and skins and hidess. 

Q* 83. — 1 favour ad ‘vaJoretti as far as possible. 


9* S4,— I would suggest a revision of tariff valuation to be don© once 
in six months instead of once in a year to give effect to any fluctuations in 
the jiiarket. 


Q. 85. — The only suggestion I have to make is that the appraisers should 
bo more in touch with the market. 


Taxes on Tra n sad ions j Fees and Licenses, 

Q. SJ.—The list of taxes suggested in Aimexiire K, cannot be imposed 
as a substitute to of the existing taxes though they may be treated 
as additional taxes. 1 suggest taxing betting, entertainments, motor cars, 
and safe deposits. 

Q. 89. — With regard to judicial in‘oceediiig.s the stamp-duty should be 
so limited as to jiay the cost of the administration of justice only. 

Q. 90. — I agree. 

Q. 91. _ — The evasion is mostly in the case of bearer shares, which are 
or course introduced in all progressive countries at the present time, 

Q. 92.-— Stamp duties, registration fees, court-foes, are collected more 
as taxes than to meet only the expenses for the services rendered. 

Q. 93. — ^lliis stands j>ii a different footing. Foes levied for proceedings 
should 1)0 very low so that justice should be within easy reach of even the 
humblest citizen of the State, llcgistration fees on the other hand are 


humblest citizen of the State, llcgistration fees on the other hand are 
levied only in the case of transactions which are conducted only by those 
w^ho can afford to do thorn. So a higher sum can be levied. 


Q. 95.— I would not raise the existing taxes but would prefer to see 
the extension of entertainment tax. 


Land Me venae. 


Q. 96. — While u tax is a compulsory assignment of the wealth of a 
person or a body ol persons for the service of the public powers, net rental 
froin land m India is in practice rather a relinquishment of part of the 
profits of land by the Government to the landowners. 

Q. 97, — Yes. The land tax certainly affects the prosperity of tlie cultiva- 
tor, as the land is mostly the only means of his subsistence. Any increase 
in rates of assessment affects his prosperity. Subsidiary occupations are 
rarely followed, agriculture being the main industry in which the wiiole 
family engages itself. 

Q. 98. I wliolly agree with tlie first three statements quoted. The 
iourtii statenient is not wliolly true as fhe persons in charge of revenue 
collections also discharge other equally inqiortant duties, for example villa^^e 
oificers m Yiadras Presideiu‘y. 3 


Q. 99.;— The inequality i-eforred to is unavoidable us prices differ 
natunilly in difierenl places and at different times. This can be avoided by 
taking tlie average tor the period of settlement taking into account only the 
iiorimu years. 


: i ' , 
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KKi.— its. 2,000 a year is certainly a modest limit for subsistence. It 
is possible to asccrlain an agrieulturist’s income by the taxing t.flicer 
though thl'. may involve some lai)oiU' and cost. Fr act ionization of holdings 
particularly in joint families may be the result. 

Q, lOL— -The i<lea of imposing a tax to check fractionization is the only 
reinetiy. II 10 other method that suggests itself to me is some sort of 

iegislation against fractionization. 

Q. 102.— The application of the principle enunciated will be highly 
detrimoirUil to the development of agriculture in this country. If a parti- 
cular land gels any benefit from a particular scheme of irrigation, the ryot 
will be made to pay for the supply of water. For other improvements 
the ryot who takes up the land js mainly responsible and he should certainly 
get ail the benefit even of ownership. As for unearned increment of tiie 
value of the land if any, may bear a taxation as in all advanced countries. 

Q. 103,-1 strongly support that this field of taxation should be wholly 
transferred to^ the local authority which would result in the remov^ of ail 
complications in the co|iecMon of quitrent,. ground rent, house tax ©to. 
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I in favour of a rcasoiuthlo tax 
these. 





and these license holders will be under the control of the Excise Department! 

applwd^hfr7ibo^*“^ practice adopted in the case of opium may be 

Q. 129. ISo limitation of tax for domestic purposes. 
dutiS* ^ propose half the present rate of customs duties as excise 

Q. 183.—I am in favour of ad valorem duties, 

i 134. The increase in the imports of manufactured tobacco is due 
to the increased craving for cigarette smoking. 

I do not think that the local trade in cigars will be affected very 
. .inucli..; . , 

Q. 135. ^^Except the heedies and certain qualities of cigarette made in" 
the countiy, the rest are all prepared out of iinporlcd manniaetm-od tobacco. 

A moderate excise duty for the purpose of revenue may he imposed while 
import duties also may ]}e increased to that extent. 

Q, 13G. — Yes. T am in favour of (c). 

Didtes on inheritance or succession. 

Q. 137. — ^Yes. I agree to tlie imposition of an inheritance duty. 

,, ^ Jo the views contained in the Memorandum of the 

Madras Temperance League enclosed, with which I agree. 

Q. 139.~1. The tax on inheritance should be graduated and should be 
progressive in time. The rate should increase with the numljer of times 
toe taxed property changes hands by inheritance. 

2. I cannot agree to this view. 

3. I agree with the view expressed by Prof. Taussig as this will be 
a tax like the income-tax. 

Q. 140.-— The schedule of rates to be charged in India may be more or 
less the same as in Japan. 

Q. 141.-— I am in favour of taxing the share of the property of the 
deceased and the tax should be the first charge and the successors should 
obtain a succession certificate from the court before getting possession of any 
property. 

Q. 142. — Yes. It is quite possible. 

Q, 143.— T agree with the view” expressed by Sir James Stephen and 
plead tor the exemption of small property from the tax. 

Q. 144, By appraising. It is done now’ in the ease of disputed 

siieeession. 

Q. 145.— The Central Board of Revenue recently created. 

Q, 146. — The exemption limit in my o])inion should be Rs. 3,000. 

Dirhhin of the Vroceeds. 

Q. 147.— I am in favour of a combination of the third and the I'ourth 
nietbod preferably tiie tiiird only. But in view of my suggestion that the 
inheritance tax should bo administered ]>y the central authority as in the 
case of ihe income-tax, f suggest the combination of both. 

Q. 148. — Tlie revenue upon w4iieh Central Government now" depends is 
more or less of a commercial character, such as Opium, Customs, Income- 
tax, Salt, etc., and so fiiietuations are always probable, 

Q. 140. — The basis of separation of revenue is not quite satisfactory. 
The present division must be a handicap now to Bombay and possibly in 
the future to other provinces as 'well in so far as the Central Governinent 
take.s to itself with the ample and elastic income-tax revenue leaving the less 
elastic source, land revenue, etc., to the Provinces. 

Q. 150. — An effective remedy would be to continue the third method 
coupled with the fourth, the basis of distribution must be in certain pro- 
portion dependent not on the increased assessable income as it obtains at 
present, but on the income assessable itself. If this - principle is accepted, 
there will be no difficulty, for arriving at the. rate to be allocated for the 
Provincial Government, * ' , - 



q. 151,— 

Q, 152*— I h<mpt titis gtalement. 

Q* 153.— I do not thiok iliie m necessary. 
q. 154.— No, 

q. 155.— I would like to treat tobacco in tbe same way as excise, 

0, 156- — I have already snggested^ that snccosgion diities slimikl he 
centrally administered. I think a division of the p?*ocew!s is Qpite practi- 
eahle. Central Government may retain the exact cost «h eollec^t^on and ad^ 
minstration making over the rest to the Provinces concerned. 

0. 157*. — In my opinion similar consideration does not exist in the ease 
of stamp duties. Wim regard to the distinction hetwTcn Jiicliciai and non- 
Jndieial stamps, the present system works all right. 

Q. 160-— I agree generally. 

Q, 151 ^there m no need to impose any limit by lat 
power to interfere in the matter. 

Machinery of Taxation. 

Q. 163. — I advocate $tate enterprise in 
Q* 164.— No, 1 do not support 

Q. 165.— I approve 
,f ohaceo,, ... T 
ft. 166 

m#hod of administration . . 

snggested m aMWer to Q. 165. 

J '''% 167.— I think ‘ii' U applicable in the case 
i4iow dhties, ' 

ft. 168.— Ill view of the recent c 
speoiai ihcome-tax department 
ihoeal Self government tc 
revenue staff known as the Depul 

abolished. The revenue functions v - 

usefully transferred to the Tahsildars, and^ tne m 

feransferred to the judicial officers . 

are performing treasury duties may 
the Imperial Bank may be vc" ^ 

the ^st. I do not think that any new combination is , ^ ^ . 

O 170 —Succession duties may be administered by the Central Board 
of Revenue through the Income-tax Department. , , . 

O 171 —It is desirable to place the assessing officers independent of the 
electmates^which must naturally consist of assossees. 


I#gW4tiire has 


these cases, 

monopoly of such services. 

the principle of monopoly in the case of Salt, 

Betroleumrii^cplosives ancl Spirits. 

•Contract supply system .shoiikl he abolished and the ]>reseiii 
' ‘ ' ■* of Balt may be useful !y adoiited in the viiho o1 

of . income4ax and ftiicees- 

,.4 changes brought about by the creation of 
and the transfer of functions ^relatiliE : 
to non-official bodies, the portion of tlm land 
- - - this 'province ^may die, 

6' ■now' .p'erformiiig ■■ may ''fe, 
...a'gisterial' function 

Tri localities where .the Denuiy Colleetors; 
also be taken away and tlie .|:>raiicheB /or 
be vested with that work. 

has neither affected the efficiency nor increfused 
' * • • * feasible or advisable. 


m?mmm Leacite’s SuoOeswoks for Taxation.^ 

lemorandum has been submittecl by^the Oouildl of the 
, League to the ^Onister for Excise relating to the 
p loss in tlie Excise Revenue, 

itation of the Madras Temperance League waited on 
seise and. represented the need for carrying out some 

the Excise Admmmtration of the 

set. The Council the League is fully aliyo to the 
»-third of the revenues of this Province is derived Iroin 
Iden reforms with a view to attain the goal iff prolubi- 
islocate the finances of the Adnnmstration. 'iVe <3° 
that the Licensing Board or the Advisory Committee 
remove all licenses. This will he 'done paduahy and 
ntion of revenue will be gradual. There is no denying 
hat additional sources of taxation must be tapped, and 
ernment should bear in mind that the wealthy, on whom 
Mat, Is ('omnaratively light now, should bear tfae_ mam 



revenue. >\e do not see any reason why the Provincial Government should 
not be allowed to levy a surcharge on income-tax. We take leave to 
quote from Dr. Mathai^s valuable contribution to this subject, we 
consider the burden of taxation which now rests on the great majority 
or landholders and it we consider also the rate at which incomes are taxed 
in other countries^ there is a great deal to be said for the view that non- 
agnciiitiirai incomes in India may legitimately be asked to bear a lai*ger 
share of the burden of taxation. Objection has been raised that levy 
of a surcharge might tempt capital to how out of a heavily taxed Province 
to one lightly taxed. We do not think much weight should be attached 
to this objection.^ Super-tax, excess profits tax, etc,, were levied and super- 
tax is being levied now by the Government of India. But that has not 
caused aiiy flow of capital out of India. The fact is that capital flows into 
the province wdiere the possibilities of industrial development are great, 
and the levy of surcharge will not affect the profits made by industrial 
concerns to such an extent as to drive out capital to other provinces. It 
is not the tax so much as the prospects of getting profits that will prompt 
investment of capital. We also suggest that the rate of surcharge shall 
be Iriimed on a graduated scale, rising witli the incomes derived, those 
witli small incomes being exempted from it. For this purpose we propose 
that all those with incomes above Ks. 2,000 per annum should be sub- 
jected to this tax. .In view of the high cost of living, we are not in favour 
of reducing the taxable income to Es, 1,500 as suggested by Dr. Mathai 


revoinio. \\e are liiliy conscious of the fact often urged that land in this 
Presid»mey is already heavily i-axed, and that the Imrdeii on small land- 
holders is far too lioavy. ^ But at the same time we feel that agricultural 
nu'oim's of <-ertain clas-^ of pcMndo are comparatively lightly taxed, e,g. the 
Hieomes ot jsamindars. We are in favour of levying income-tax on agrieuitural 
iiU‘omos ot permanently-settled estate holders. While at every resettlement 
ratc^H ot assessment mi ryotwari lands have generally been raised, the perma- 
nenUy^ settled areas have been till notv immune from additional taxation, 
i? estimated revenue realized hy the zamindari was 

Es. .-,o^,8o,u94 and the peshkash payable to Government was only 
Es. 49, 1 9,964. Jlorcover, according to f|uiiiquennial statement for 1919, the 
a\^erage ineidenee of land revenue per head of population in the ryotwari 
tracts tras Es. 2-0-6, whereas it was As. 8-8 and As. 11-11 ifi inam 
and zamindari tracts respectively. This also show's that the peshhish and 
quitrent (shrotriam jodi) received now, is comparatively very little. These 
areas enjoy as well equally with the ryotwari tracts the benefits of good 
Governnumt. It i.s hut right they should also contribute towards the increas- 
ed cost of the services rendered to them. The revenue derived by this means 
shoo id wholly I'orin part tiie Provincial revenue. As we think the gradu- 
ated st‘alo adopted by the Goveruinenfc of India, in assessing income-t«ix should 
Ije adopted for .the piirpo.NC of assessing income-tax on agricultural incomes 
of permanonlly seitk‘d estatf>s. tlie Provincial Government will surely get a 
considerabje amount and that too without any additional expense ’for the 
purpose' of asMssimmt and <'olb>clion. Bui we arc also in favour of the sug- 
gestion made i'ev levying a super-tax on land rovonuc. For this purpose ail 
famliiolder-^ puying land r(‘veniu' assessment of Es. 1,000 and above shall pay 
snpcfr-tax on a graduated scale, the tax payable increasing with the amount 
of land revenue paitl. Wt‘ Imve fixed Es. 1,000 taking into consideration the 
fiMit that land revenue a-ssossmeni is fixed at 50 per cent of the net income, 
and that in regard to income-tax only those earning more than Es. 2,00'0 
are liable to stirchnrgo on income-tax. The graduated scale adopted may be 
the same ns that for surcharge on income-tax. This is a feasible method of 
taxation by wiiich lioth agricultural and non-agricultural incomes are treated 
in the same w«y as In regard to taxation. In fasH 1B30 (1920-21), there were 
7H2 single 2 }afiiidars and 2,591 joint paitadars paying over Es. 1,000 land 
rev'eiiue assesHirient. The* assessment derived was Bs. 12,59,872 and 
Rs. 2,87,931 respecjtively. 

Death and PartU-mn Didies^ ■ 

The Death are a method of dir^t taxation of property passing 

at dqath to those entitled to it aocgrditig to' latr. As Robinson, in a recent 
book ' on Rubiio ’Fiimnoe ! (patobriqge ’ loonomic Series), says, the Death 
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Dtttias itiay be graduatei ow any at tiic following princ p es: ;:iney may 
vary wifcli the Bim of the estate left, with the cl€?gree of mlatioiiship.oi' iliom 
who inherit the property of the testator, or with the amownt inherited 
by each individim! heir.’' In England there is the ^ Estate Duty wliieh 
varim with the degree of consanguinity. In India li will bo necessary 
oerhaps to have the tax graduated according to the vain© of estates ieit 
to the joint family or to oadi individual heir, as the caae may he. This 
basis of taxation, in the opinion of many economists, is fair and reason al)t©. 
'But'" "we ■believe there "are' many imtmm in"" thi$;comt^ whe»-tfee pro- 
perty at death of persons having no direct heire is mhented by pmtioiis, 
who according to the Hindu Law are entitled to succeed to the estate. In 
such eases the second principle enunciated by llobinsoii can be safely adopted, 
as in tbeir ease the duties amount to “imposing an additional^ tax where 
the heirs may lie reasonably regarded as having no natural claims on the 
testator.'' In the book above mentioned, another principle lias also been 
mentioned and propounded by Professor Mgn&m. It as that % tax on inlieri. 
tance should be progressive in time. The rates of tax should mcrease 
with the number of times that the taxed property changes hands through 
inheritance.” The Council of the League is of opinion that all the principles 
stated above can be applied to inheritance of property either by joint 
families or individual heirs. The adoption of these proposals may neces- 
sitate that all heirs to property should, on succeeding to tbe property, make 


proposal for Death Duti^, that tbo Hindu Law raises vei-j' many difficulties 
and that considerable difficulty will be experienced in arriving at the 
correct estimate of the value of property. As regards the difficulties mat 
arise owing to the Hindu Law, wo feel they are not insuperable. 
proposals do not necessitate at all any change in the present svstem of 
inheritance. The Bombay Excise Committee have recommended Death 
Duties and we undei'stand they have done so after very careful considera- 
tion. We also understand that much valuable material has been collected 
by the Bombay Government on this subject. 

Tea and Coffee, 

From the statistics available we are informed that in Soutli India about 
91 900 acres of land are under Tea cultivation and the total production 
in'l922 was 36,5^^7,000 lb. In 1922-23, 30,386,551 lb. of tea worth Rs. 202.51 
lakhs was exported from this Prosidemy to foreign countries. This in- 
cludes the quantity of tea produced on the estates in the Indian Btates 
also. But if a duty is to be levied, it must be in respect of all tea that 
passes out of tbe British Indian ports in this Presidency. At ptmmt the 
Government of India levies an export duty of Rs. 1-8-0 on 100 lb. li 
a surcharge is levied on this duty it will not entail any additional expense 
on account of collection, etc. This is more feasible than duty imposed 
on every 100 Ih. of tea produced on the -estates. But the Government 
can choose any method they may bnd convenient. All that we ask for is 
that surcharge on tea, either produced in this Presidency or exported 
from tins Presidency, shall be levied. We, suggest the same course In 
regard to coree. In" 1922-23, 162,045 ewts. of coffee worth Es. 119.63 lakhs 
was exported from this Presidency. Duties both on coffee and tea are sure 
to bring considerable amount of revenue. 

It mhy. be said, imposition of a duty in addition to that already levied 
by the Government of India is likely to affect the Tea industry of this 
Province. We beg leave to give extracts from an article on the subject 
of Tea industry contributed by Bir L. G. Money to the “Sunday Observer” 
and reproduced in' the' ^‘Statesman” of 30th October 1924, 
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"‘ine fienianct ior tea at home and abroad is increasing more ra.i)idly 
ilian the output, l^lie statistical position is thus all against the consumer 
and in favour of the tea companies, which are enjoying unbounded pros- 
perity. Not a few tea <*ompanies are now earning fifty to one hundred 
per ('cnt on their capitals, and many of them have accumulated magnificent 
reserves. Tea shares continue 'to uise, aticl in some cases are liow worth 
five or six times the quotations of the lean period after the War.” 

Bir Money gives figures showing the prices at present as compared with 
those last year and also the appreciation shown in the prices of sharesi 
We shall quote only tlio'm relating to South India — 

Past week Corresponding 
for lb. period 1923. 

s. 1,980 s. 1,598 

Share value ... ... £2 £2 

In these circumstances, wo do not at all think that a duty imposed can 
e\cr have any effect in reducing the output. The enormous profits made 
will continue to be an incentive and the small surcharge imposed will in 
no way interfere with Tea industry. 

Tobacco, 

It has been often suggested that one of the commodities that can ho 
taxed is tobacco, as Madras Presidency is one of the important tobacco- 
growing tracts in India. We have carefully considered whether it .should 
be Excise duty or Export duty. In view of the fact that it is very difficult 
to find out exactly the area under cultivation and form a correct estimate 
of the outturn, wo prefer the imposition of Export duty to the Excise 
duty. It is easy to assess and also to collect through the customs offices. 
In 1922-23, 41,434,517 lb. of tobacco woi*th Rs. 19.76 lakhs was exported 
from this Presidency. Comparison with figures for previous years, shows 
that there has beeti steady and sometimes sudden increase of exports. It 
is feared that this duty will affect the quantity expoi'ted and also reduce 
the area under tobacco cultivation^ We do not think in view of the large 
profits in the tobacco industry this will be the effect. In any ease tobacco 
is a luxury and must, therefore, be taxed. 

Grotind-nuU, 

Those interested in the agricultural industry, have often urged the 
need to develop the oil industry in this country so that the oil-cake pro- 
duced may be retained in the country for purposes of manure. This view 
has also been voiced by the official agricultural experts. At present ground- 
nuts and oil-cake are freely exported, depriving the couxitry of rich nitro- 

f enous fertilisers. Control of export of oil-seeds and oil-cake can be done 
y imposing very high export duties, which will not only bring considerable 
revenue but also cause the retention^ of the cake for the use of the ryot. 
From a perusal of the trade figures it will be seen that France, Germany, 
Italy, Netherlands and Belgium are the great importing countries. During 
the year 1922-23, 224,629 tons of ground-nut worth Rs. 635.67 lakhs were 
exported from the Madras Presidency. Also a duty on oil-cake exported 
should be imposed. In 1923 as much as 30,710 tons of oil-cake were ex- 
ported from this Presidency. 

Other Articles. 

There arc other articles besides thase already mentioned, for examx>le, 
raw cotton and hides and skins that may as well bear a small duty to he 
helx)fnl in bringing some revenue to the Provincial exchequer. We would 
suggest they should also be dealt with in any general scheme of new 
taxation prox>osals. 

The Council of the I^eagxie has ventured to put forward these taxation 
proposals in the ho})e that the Government will immediately formulate a 
scheme of reform aimed at reaching the goal of prohibition at an early 

date. They also believe these taxes are not likely to^ fall on the poor, 

who are already overburdened and cannot bear the strain of any taxation. 

The imposition of the taxes suggested will also tend to bring about a state 

of things in which each person is taxed according to his capacity to pay. 
But the Council of the League feels that retrenchment _ in the ever- 
increasing expenditure on ptiblic services is one ^ of the means by^ which 
considei'ablc savings can bo cfTectod. Indian!55ation of services will also 
W.V6 the Government much, expense. Moreover, when every one feels that 



iiidst parts of tlia iiieroiisod roveaim of tho |M’OYiiico are boiiip: spent on 
admiiusiraiioiij it m well to take note of tliis fuefc^ aiul liow lar 
peiiciiture can be reduced 'conmateiit with etficieiicy of aclifiiiiiKtraiion before 
trcBh taxation proposals can be made aextopiafife to tlio public* 


ineinbor of tbo Madras Legislative C^oiincdl? 


Q _You are also Vice-President of the .\Iadras Teiaperaiico League, in 
which coimeetion you luwo given us a copy of the iiiomoninduin subiiiittcci 
by the League relating to taxation to make up loss in the excise rovoiuieP 
■ A. — Yes; I have enclosed a copy of w’biit we siibintlied to Oovermnont. 

Q. — Are you representing the League? 

A. — No, i am not reproseniing the Jx^agiie. 

l}i\ Ilydet'. Q. — I do not quite under, stand why ilie esliniaic of area 
sown is defective. Will you please explain that? 

A. — .It is seen from the (hwernment of India resolulhm that the area 
sown is unsaiisractory and also from oilier iec-oi'd.v. 

Q.-— J. should like you to explain where th(f defect lies jn this esii- 
mate of tJie areit sown* Th© snatter is in the hands of the village Icartraw 
‘ add h© makes s 3r©pori to the Tahsiklar atid th© Collector. Why can^t iio 
leudW' how lUOch area has beon sownp 

A«-^No special survey was conducted except in eoriain parte of India. 

■ ■ Q.— In your Presidency, the village hmmm> inusi know tho total aim 
on the registers. He know^s how much has been sown and how nmeii lia« 
been left out, 

■ '^Aw-^H© gives a rough ©stimat©. 

sliould it be rouglf? There cannot bo any liuiceuracy about 
. .the area sown. . . . .■ 

is your coniention, but even from official records * • • • 

' T you read something to us from the official ' records ? 

- ^ A.— Hr. Hatta pointed out that the acreage under cultivation is more or 
fegjS defective. 

Q, — Does ‘this statement of Mr. Datta apply to your Presidency? 

A, — Yes, to one-third of the Presidency, 

Q.*-~You say tliat to judge the estimate of outturn l.)y the areas sown 
instead of the actual outturn is particularly ^ a iiardship, when in 
all the ^ parts of the Presidency there are not suHicient irrigation facilities. 
What is the exact point you have in your mind? You have in certain 
portions of tlio Presidency areas under cultivation and you estimate tho 
normal outturn j and with referonco to tho actual conditions in any partL 
,,cular year, you can ..know by how ni.uch the actual, crop falls., .below... ..the 
normal outturn, ^ The point you have in mind with regard to the defect 
of the whole estimate of outturn is that there are not sufficient Irrigation 
facilities in all parts of the Presidency? 

‘ 'a. — T he area is fixed at the time of settlement, more or less: but the 
' awessment of land revenue is not made according to the outturn. My point 
: . i^ that it is on the actual outturn that assessments should be mad© and not 
I i on the area sown. 

ParanjpyB. Q, — ^Is it changing from year to year? 

; A. — ^It is supposed to bo revised from year to year, particularly in the 

. , case of the second crop. I would like that this should be revised from time 
I : to time, if, possible, not ouly at the time of resettlement. 

' Dr. Ryder, - Q. — In regard to the estimate of normal crop, you say that 
' .. what are called normal conditions do not exist at all, at all times and 
■ in all places.- ' I wauld like you to explain this with reference to a quotation 
^ • from a book publi^bed in 1917 by Mr. Ranianujachariar. He says: ^^When 





tlio ,survt;y uBb iiitrochited about tlio Uiidtllo ot the lasfe eoiiiiuy, iiio iionnal 
yield of Pirbi-} wm firat nseei taiiioci and tbeii a deduction of 20 or 25 per cent 
was iiiiicie in <'onsi<leraiion of tlie vicissitudes of the season/’ Mr. Eama- 
nujacliariiiF, wl'ieii ho poblisbed iiilg pamphlet, was a retired official. 

A.“”'"Vf!int i nionii by ^normal conditions’ is norma! (maiitles of soil, 
normal rainfall and normal knowledge of agricultural jnetfiods. 

CJ,— When an officer^ settles a district, thme are precisely the faetora on 
wffiicfi he concentrates his attention. 

A.— Yos; the general complaint is that what are called normal condi- 
tioiiH do nob exist at all times and in all places. A particular plot may 
have fiFHt-ebiss soil at ono time, but at all times you may not find tlr 
noinnal conditions existing there. 

Q. — May 1 draw your attention to ilio latter part of your reply tc 
Q. 3? Yon say that in order to remedy the defects of the present system 
of obtaining agricultural statistics, the work should he taken out of the 
h uuis of the suljordinate revenue officials, who are more often overworked 
and iHcJorpaid, and the work should 1>e eni rusted to a Department of 
Siatislics in ail Provincial Govern men Ls, witli a specially trained itinerant 
staff, who possess the rcHjuirccl qtudifications j'or collecting such informa- 
tion. Have you any idea of the number of (pialified people that will bo 
required for this kind of work? How many districts have y^ou in Madras? 

.■•A.— Thar©' are 26. .■ 

Q, — There must tlion be 26 gazetted ofEcers for the work. 

A. — The Department of Statistics will b© a new innovation. There are 
officers attached for agrictiltur© and so on, who furnish the required parti- 
culars at present. My idea is to have a separate agency, called the Statisti- 
ml Department, 

Q* — Therefore, you will have to double yotir agejicy. 

A.— The experienced village officials can he brought under this depart- 
ment* 

Q*-**-But you condemn those officials,; 

A. — I do not condemn the officials, tut only the system; they can be 
miiie to worlr under a, systematic method. 

Q.—Then there ^ would be no separate agency. The Department of 
Statistics wmuid initiate the kartiam into this method of joreimring accurate 
statistics ? 

A. — ^Yes, but we wdll require better class Indian officials. 

Q.—Whafe do you mean by better class Indian officials? Is it your 
idea that your Tahsildar, in addition to being a good executive officer, 
should also be versed in statistical w^ork? 

A,~When w© organize the department, we shall have to decide whether 
the Tahsildar will be able to devote his attention to this. The Department 
of Statistics will be a separate department altogether. 

Q* — ^Woulcl your Presidency bear the cost of these officers? 

A.— I do not deny that separate officers wmuld mean additional cost. 

Q.— You are a member of Council. ‘Would you vote for the grants? 

A.— I am only giving you my ideas; the ways and means will have 
to bo found out later on. 

Q.— -In reply to Q. 13, you say that no element of tax appears in the 
case of (a), i.e., bar© return on the capital invested, but it does in the case 
of (b) and (c). 

A.—I think there is a little bit of profit included in the commercial 

return, 

Q. — So that the proht which commercial undertakings get will be in 
the nature of taxation. Would you say that the profit earned by Govern- 
ment railways, which is surely a commercial return, becomes a tax? 

k . — Hiere is an element of tax there particularly in monopolies of 
iiecessities. 

Q. — In reply to Q. 18, you say that the dues levied for the safety of 
shii>ping at a port are indirect taxes levied on the general tax-payer. 
How do these dues become taxes? 



A*— *Ah fiir m goods are coiieoriiecl, tlier© Lh m iiib|iai©, liwaiiso all 
ilrnm charges incurred ai the port are ineludod in the cost of the goods. 

(h — consume rice liere^^ and when there is a scarcity of the rice crop* 
you have to import rio© from Burma. 

A.— Yes. 

Q.—You have to pay freight to the shipping companies for bringing 
tile rice^ would that be a taxF 

A.’ — In taking the price of the rice into amninij the freight will be 
included in the cost of the goods. 

Q.— Then everything in your view is a taxF 
A.— It will be an indirect tax. 

Q.— There is a service amderecl, and that portion of the price %vhlch is 
included in the cost of rice on account of labour is not in the imturo of a 
tax. Bo you agree to thatP 

— ^Xhe cost of labour is not an indirTOt tax. 

— The freight that you have to pay to the British India Steam 
Navigation Corai>any is the payment of a price and not a tax. 

A. — ^We are on the point whether these indirect taxes will Imi colleciai 
from the consumer. 

Q. — The whole point is whether these* dues are taxes or not. ^ Y'ou 
admitted to me that the cost of j>roduction of rice in Burma is not in the 
nature of a tax. 

A.*^We ineludod the oust of labour in the price of the rio©'. 

. ^ , %--^Suppose there ivere no harbour in Madras and your siiips w^ei^et 
theid Up at a distance of about six niilw from Madras. To bring the riea. 
'have it unloaded and make it available in the Madras markets, you would 
‘ haye to pay something to the boatmen. The existence of the harbour 
■' eufebta the rice to be brought riglit up to Madras ; therefore, th© harbour 
renders the same service as tlie boatman did to bring th© rioo from a 
distance of six miles; how does this become a tax? 

- A.'— The point is whether these charges form an indirect tax on th® 

general tax-fiayer. As long m these charges are ineludod in th© cost of the 
goods, the merchant in the hasar shifte tliein on to the general consumer 
: oil Ti^s therefore it become© an indirect tax* 

||||jii«^How does it hewme an indirect tax'P 

L I ‘ ’ ; A.— Your contention is that they are all for seiwices rendered. No doUbtj 
they are for services rendered as long as th© goods are put out on the land 
ted brought into the godown,^ but when these charges are taken into the cost 
of tlie article, the qiiestion is W'hether that will be shifted on to th© con- 
sumer. 

, 4 , Qi— I invite your attention to the answer to Q. 24, In which you do not 
oppose an entertainments tax. Would it he a tax on all entertainments, 
Of a tax on entertainments on one clans of people? 

’ A. — My idea is a tax on theatres and things of that sort. 

Q^*«.\T^ouldn’t that Im taxing one class of people and letting off other 
classes? Will you touch also theatres held in villages, open air perfornmiie<» 

and singing parties? 

A. — Entertainment inelud® all classes of entertainments. I do not 
mean entertainments at a festival in temples. 

I i V .. . Qi.^Why should an entertainment in a tempi© he excluded from taxa* 

||.|| |;|A.*-*It is more or less done on religious occasions. 

ll|l|)|Sr Feny Thmnpsofi* Q.—Would not your test be whether any charge 

i ' I f or admittance to the entertainment? 

}-|i| ^ ApftC,, pl^^^ they are taking out licenses for processions, etc., 


.would have a tax on entertainments where there is no 
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Bf* Pamnjpv^. Q.— With reference to yotir answer to Q. 23, I would 
like to know %vbat diilcrence make between tobacco and intoxicating 
liquors. 

A.“— Intoxieaiiiig lifiuors impose an economic burden on tlie poor fami- 
lies. Tbo expenditure incurred on tobacco is not so mucli. Money is spent 
rather laTishly on intoxicating liqnoi’s- 

Q. — ^IVhat amount people spend do^ not make any difference in the 

nature of taxation? 

A. — Tobacco has become second nature, but intoxicating liquors impose 
an economic burden on the family. 

Q. — The economic burden in the one case is smaller than in the other. 
Is that what you mean? 

A. — In the case of tobacco it is infinitesimally small. 

Q. — I cannot understand your statement, excei^t that intoxicating 
liquors are jnore harmful than tobacco. 

A. — They are cei'tainly more Inuunful and the economic burden on the 
family is so great, 

Q. — Incidence on the poorest classes and poll tax. This is a very im- 
portant subject. Your view is that there should be no taxation without 
tiio classes being represented in your Legislative Council? 


Q . — Yon say that capacity to pay taxes alone should not be taken as the 
basis for franchise. What other basis would you advocate? 

A. — Universal adult suffrage. 

Q. — What is the total population of your Presidency? 

A. — About 41 iniiiions. 

Q. — Is the Presidency a rich Presidency, and is the economic condition 
of the people good, bad or indifferent? 

A. — The Presidency is not so rich as other Presidencies in India. 

Q. — You say that the bulk of the people are poor? 

. , A.r-Yes, comparatively. 

— r£iiQ total provincial revenue raised in Madras comes to about 16| 
crores of rupees. About 5 crores are contributed by people who do not vote 
for your Legislative Council? 


— ^There are classes of people who pay indirect taxes and also per- 
haps direct taxes, but they have no place in the legislative body of your 
Presidency. Does that appeal to your sense of justice? 

A. — At present they have no direct representation, but their representa- 
tives are nominated, 

Q,-_--Only one or tvro members represent them. The people who pay 
indirect taxes have no voice whatever m the determination of the economic 
\?elfare of the people. Does that appeal to your sense of justice? 

A. — I agree that they must be given representation. 

The Fresident. Q.— May I refer you to your answer to Qs. 2^ and 30? 
In answer to Q. 29, you say that the tax imposed should be direct : then 
in answer to Q. 30, you object to a direct tax, because you say it is ob- 
jectionable, being a compulsory tax. What is a tax if not compulsory? 



Q.— They" pa,? tlhe for ^oiiricos mmhrml- Bo you tweaii 

tliat you \rotilil lia?o sotntthiisg like tlie otiowkiciar! tlax i« Bengal? 

A* — Any form of direct tax would do. 

Q.— Mow ’rould your house tax differ from poll tax? Poll tax is so 
muck per kead^ and house tax would l)e ko nitieli per family. 

A.— In a house the man earim something ».nc! 1ms ability to pay^ Ml 
fioll tax m mostly a eotwinilsory tax without reference to taxable capacity. 

' Q.— If ymi are going to tax the poorest inan, would it make any 

differenee miiether it is a 'house tax or a poll tax? 

> A.— has to live in a lionso, and as a citixen he has to pay soma- 
thing for it. It is not so in the case of the poll tax. 

Sir Perff/ Thompson. Q.— We have not Received your stateniont giving 
the rate of increase for different grades of income. 

have not made up one, as I could not come to a' scientific igure. 

Q,— Bo you propose to increase or decrease it for different ranges of 
income? 

A. — I would increase the rate after Rs. t10,000. Hs. 50,005 is the limit 
for supter4ax, 

Q* — “Isn’t super-tax a mere continuation of the grachiation which is 
already provided by the incotne-iax? 

A. — Hero T refer to super-tax imposed as an emergency measure. 
Owung to its aperntion there Inrve been a nnrn1>er of eases of undivided 
-faiMliei being split up into single families. 

, suppose that the country is populated by individuals. Do 

;Jrou make' any distinction hetw^een super-tax and income-tax? 

A.-^Super-tax on the first Rs. 50,000 is 1 anna; on the second 
Rs. 50,000, it is 1 anna 6 pies and on the next Rs. 50,000, it is 2 annas. 

Q.-— Is not the result of that a graduation continuing the gniduatian 
which is already effected by the incor^ e-tax? 

A.— T think it will he better if the two arc conihinod and a rate is 
given according to the old system. 

— If you did that, you would have to aljimdon collecting income- 
tak the source, which is the great safeguard for the revenue. 

' ^'1 f ^ can keep up to your level, whichever level it is. 

, i : Q.— Supposing you have your income-tax ranging from 8 pies in the 
' rupee up to, say, 5 annas, at what rate are you going to deduct for income- 
tax from interest on Government loans? 

A.— ‘Whatever the rate applicable to the party concerned. 

Q,— -It is impossible to deduct at a different rate from everyhody. At 
^ what rate would you deduct from Government secnrilies hearing iiderest? 

A.— Whatever dividend is received from the Government sccuriliiis will 
he added on to the income-tax. 

— At the present moment yon deduct iticome-tax ai- 1 anna 6 pies 
because that is the maximum rate of income-tax for everyhody. But if you 
cease to have a standard maximnm rate for income-tax and have it rum- 
ning from 8 pies to 5 annas in the rupee, liow^ are you going to deduct? 

A. — ^That is one of the points; there would no doubt he several refiuKl 
applications. 

Q. — Is not that a fundamental objection? 

A. — ^Yes, as far as income-tax officers are concerned. 

Q. — ^It is a fundamental ohjeebion from the aclministratiyo point of 
I tyiew. * Have you any advantage to set against it from the point of view 
^ of principle? " You would get exactly the same result if you liave your 
^ maximum income-tax 1 anna 6 pies and then carry it on to 5 annas by 
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it is bettor to reclnoe tliose claims and Imve a niacliinery for collecting 
super-tax. from a comparatively few people. You get precisely the same 
graduation by ibe hvo metbods. 

A.— I luive no objection in going back to the old method: keei) 
up the same income and arrive at a figure which will give the same total 
yield. The super-tax was only an emergency measure. 

Q.— [f you go and make your rates of income-tax range up to 5 annas 
i!t the rupee, >'ou would not really be abolishing stipei-tax. 

A. — The wiiole question hinges on the taxable capacity of the people. 
I’hose who made more money from trade and other sources were made liable 
to the super-tax. 

*Sb’/‘ Percy Thompson . Q. — But your ivieome-tax gets exactly the same 
people as super-tax P 

A. — Yes, on higher income. There is another thing also in regard to 
the private companies. According to the old rate they were only paying 
a certain rate. Now they can avoid the super-tax by taking in niore 
])art!iers. 

Q, — That means they reduce their income. They won’t do that. 

A. — In some families, on ac(*oimt of this tliere were divisions. My 
])oint is iliat this was an emergency measure and is hound to come down. 
It couhl not last long, 

Q. — Wo must leave it at that. You are not abolishing the super-tax. 
Ail you are doing is adding chaos to the administration, wdthout gaining 
any corresponding advanUiges. 

A. — A hat rate in the case of the registered companies is better for 
administi-ative ]nirposes and you can find oxit a uniform method. 

Q.~— If you leave out super-tax on companies; income-tax and super- 
iax are not taxes on companies at all, but on individual shareholders. As 
it is [laid from the dividends, it is jiassed on to the shareholders. 

A,— --Supjxiso YOU collect 1 anna lie gets a refund of 6 pies. 

(J, — As it is passed on to tlm shareholder, it is the individual share- 
holder and not the company who pays. What you are really taxing there- 
fore, is a series of individuals. 

A. — My point is that if you are giving refund in such cases, you can 
have an amalgamated tax and bring it to a uniform rate. 

Q. — Supposing you have a graduated rate of income-tax from 5 pies to 
C annas, at what rate are you going to charge the companies? 

A. — Just as the private individuals who have paid the income-tax. 

Q. — At -wliat rate w’-oiild yon charge them? 

A. — Keep it at Ro. 0-2-6 and give a refund to the individual share- 
holders. 

Q. — What about those wdiose incomes are chargeable at the rate of 
6 annas? 

A. — Tt is for that T said a little while ago that we shall have a uniform 
rate. 

Q. — T am a millimiairo liable to ho taxed at 6 annas in the rupee. 
Are you going to make an additional charge? 

A. — Tf you are a millionaire you can afford to pay. 

Q.— -What is that hut a super-tax? 

A. — Are not these people ]uiying higher duties than companies? 

Q . — From my income the comxiany Avill deduct Re. 0-2-6. How are 
you going to get the other Re. 0-3-6? 

— ''file whole thing will have to he revised in a systematic manner. 

Q,, — o^j]y thing you can do is to make a separata, assessment on me 
at Re. 0-3-6. How is that different from super-tax? I could understand 
you saying 0 anmis and letting people claim refunds. ' 

Q — You are not in favonr of the removal of the exenqiiion for 
a g i* i c u 1 1 u r a I i nco n ics ? 

A.— No. . - 

Q ™\Yliat deduction you would draw from your table? 

— X ^vi,sh to draw ;a ^ distinction of farmers and absentee owners. 
Yil-7 



say that tise Uouncil or the lioague iias veituirea to put lorwaru ta.xution 
proposals in the hope that the Govern me!it wil! innnediately fornmkte a 
scheme of reform aimed at reaching the goal of prohihitiou at an early 
date. You i*ecommend income-tax on the itU‘onie of permanently-.^'ettfed 
landlords ? 

A. — YeSj if money is needed. 

llifilev. Q . — With regard to the non-cultivating huHh)wnors the 
percetitage is 49 and it was 2:^ in 1911. Does it not mean this, that land 
Ims boon partitioned outi^ 

^i.r Percii Thompson, A.— T do not thiidv .so, heeaii.se the iiuniber of 
landholder.s has been reduced. Tt merely means that some landhmd.s have 
ceased to cultivate and becotne rent receivers. 

Q. — You took these figures from the een.sus? 

' A.-— Yes. 

Q.— Why do you say you prefer the throe yoar.s’ average? 

jV. — S uppose in the case of a merchant he lias omitted to include a loss 
which lie subsequently finds out In the second year’s accoiuUs, the average 
would help him. But under the present ciivum.stancos it will }H>t he 
allowed. 

Q. — I do not follow that. 

— j Buhniit my statement in April. I am assessed in May. I may be 
getting' my returns from foreign countries and fmd that I have sustained 
a loss in the previous year. Sometime.s tho.se amounts are not allowed. 

Q. — The three years’ average will he for the three years before the year 
for which you pay. 

A . — I thought tliero will ho more equitable ])ayment if three year.s’ 
average is taken. Also the tax will not be too high, or too low. 

Q. — You say there will be little van'aiion.^ 

A.— Yes, C think so. 

Dr, Viimnjpue, Q. — Suppo.sing in the first year you make a ]>!’ofii of 
1 lakli. Til the second year, it is R.s. .T0,(){)0, and in t!m tliird year^ ilwrv 
is nothing. In the fourth year there is a lo.ss of Bs. IfliKK), So in liie 
fourth year over and above incurring a lo.ss of Rs. 10,000 you have to pay 
income-tax on Ils. 50,000. In thi.s case, if you ore incurring losses jiHer 
years of profit, you have not only to suffer the loss, hub also to pay income- 
tax which will he a burden. You will have to pay the tax just when you 
cannot afford it. If, on the other hand, you are paying a year after you 
are making a profit, wiiat you will probably do if you are a prudent man i.s 
to set aside for next year for the income-tax. But in this case you have t«> 
pay for a profit made three years "ago and you will he in a bad position 



y* realiy \\ant iw to be able to carry over iosfseb, nut to 

a.sk tor the three ;^’oiirs^ average S3^stel^P 

Mnv ,0/ Jiunltnu,. Q.— Have you iu mind 

feiibstitute for the present land revenue? 

A. — If we are going to remove the system. 

A.—! have no altoruaLivo land roveuuo system. I mean tlie incomc-tiix 

on the yield from land. 

Q.— -I iierolore, I uiulcj-stand you arc in favour of continuing tiic cxemn-. 
ion ot Hiconic Horn agriculture as given iu the Act, ns long as Llio Drosont 
land revenue system lasts? ? *=. l ' 

A, — ^^Yes. 

The rt-csiihni Q.— T agrcc a-itli you in respect of the patent inodiohios. 
i>ut as regai*ds phiyuig cards, is there any local .mainifacture? 

A.— There is no local manufacture. Practically nil T should sav. As 
Jt i.s a lu-xury, I thought excise duty may he inipused. 

l>i\ llinh’r. Q.~Aro there any cigarette factories in the Presidency? 

A. — Only two. 

they imiioj’t cigarette paper from abroad? 

A. — They tried to manufacture it to some extent. 

Q. — Are the Imperial To])aeeo Company j^eople importing from abroad? 

,,, . A -—They get their supply from Home. One man had a factorv at 
Jmplicaue. .in the old days tliey used to import cigai-etto paper. 

The rraaidenf. Q.— In resnect of coffee and snncrti* limr r.r>Ti 


opinion 



■Hava jou any axperieiieo of t!io practice ci’ 

■No. 

■You hope to succoGtl iu iutro<lut‘iii|^ the policy of prohitMliun 
■it ib a pious hope. There is a good deal of puhlic (jpioiou hehiiul 


The President, Q.— i Imve au esiiinalc oi' tlie co.si ni America wlucli 
amounts io Rs. 76 crores and they (‘oiild siot^ have lactnl this c\en in 
America except for their ]H)st-war pro^p^‘rit\, I'lic tola! period of impn- 
soument awarded iu one year, that is,^ in ll)2d, was 2.^^'! \e;ns. I he 
illicit liquor seiKod was ahout d45 crores ot ru[>ecs worth. Arc you jireparod 
to face a campaign that would result in expenditure on such a gigantic 
scale ? 

— 'Plitvy are still keeping on the prohibition principle tvilh the idea 
that there will be much more sober men in the country. 

Hir Pereif Thowpson, Q. — Do you know that in America the people who 
traffic in illicit liquor arc the most ardent prohibit ionistsy 

— I don’t know’ that. But this is what 31 r, 3\ . .La>ion says: 
“I venture to suggest ihai llu* infiuciu'c ot temperance prcqjagaiida,^ the 
increase of other forms of amusements more than ihai of lounging in a, 
public house or tippling in a ciuh, the growing disapproval of public opinion 


ifcleohol in Ore$t ■ IMtain, mm it thie»© inttgencM m not leaa us to 
p^dWMtion. X think, therefore, tliat in any case sh^ld be wise to 
Sniicipate a reduced yield from the alcohol dutiesd* Then ho says: 
*‘If a wave of temperance is spread over the country, the exchequer would 
^ be seriously depleted and w’ould need to improvise quickly some new souivas 
of revenue’*. In the end, ho says: “It is right that the in<‘idonc4^ ol in» 
cliroc't taxes sliouhl be as wid(‘ as possible. I sugg<\st therefore, that on all 
^ ^ grounds it is appro]>riate to budget lor a. rcdu(*ctl and not for an increased 
yield from the alcohol and tobacco duties. If the rmluclion comes oi itsei! , 
h will he a welcome sign of sobriety; if not., ive must make a, heginiung 
/ri, to broaden the basis of taxation, but not by cheapening alcohol so much 
^ucqurage w largely increased consumption”. 

||| ' >1 jiot proposing a steady increase of control instead of sudden 

M |l I ! J Xdtal prohibition ? 

.. - M — Certainly T do not w’ant any suddoii enactment, but by a steady 

A ? ' process of reduction ana control. 

?|A jy^. Eyder. Q. — Ts there not difFerence in ilie conditions prevailing in 

' ’ the Aladras Presicloiicy, and say, America and England^ 1 mean to say 

people here are more law abiding, and d we im])ose such a mtmsure as in 
America, there wdll not be such crimes and such illicit distdlation as in 
America or England. 

^ _^ertainly. Any bureaucratic or popular measure would liavo to l,o 
brought in by the administrative machinery. 

; , Q, — j moan to say that our pco|)}o can stand an amount of govern- 

’ ' ment which other luiti'ons cannot stand. 

i I i -p A. — Oertainly. 

’i" ^ Q. — I was going to ask you this question, whether the people’^ in the 

' Madras Presidency will have "recourse to illicit distillation to a very great 
>, '( A A extent if there was total prohibition, and thus, you would have to increase 
rnfb your charges on jails and such other things. 

5’ I 1 1 .| II || A. — Not very much. 

if I y li^f'r’Vauld they go iu for illicit distillation as in ‘Western countries? 

'1 i I IP 1 4 1 i much. 

Q. — Can you tell me what was the total number of 
illicit distillation, last year? 

0fi has been going on. But if In a Western country, 

they! 'kin P'J^^ihibition in eight years’ time, and wdien they 

rtf f / iinirf in nTrUi nil .lUfl crk 






Q. — In Kjighitid you had the Board of Control between 1915 to 1921 
whicli did more to reduce drunkenness than anybody else. Can’t you 
learn the lesson from the history of England? There is the control system. 
That is why T draw a distinction between the steac^ control and violent 
introduction of |)rohi])ition measures. 

A. — Yes, in England there are more private agencies working in the 
cause of tempej'aiico. As far as I know, there arc 16,000 men and women 
working at It. 

Q.— ITow many of them are active pj-opagandisis? 

A . — 1 don ’ I know that. 

i)r. Ht/drr, Q . — Tlo you think there is the same amount of craving loi* 
drink in a hot country like Afadras as there is in England? 

H is the facility for drinking makes a man drink. There 
is not so much craving hero as in the AVostern countries. 

— ^You think the cultivators in this Presidency would like to go with- 
out '..taTf? ■ ■ 

A. — Certainly they will go without it. 

— X see that you advocate that additional som*c<\s of iaxation should 
he tapped, ami perhaps yon have a surcharge on in{‘ome-tax in mind? 

<pu‘stion is to make np the' deficiency, and wo are prepared to 
bear all the taxes if to-day we can find no drink in this country, 

— A^our pr<)])Osal for a surcluirge on income-tax: woukl the South 
Indian Chamber of Commerce agree to that proposal? 

Pave not taken their opinion on this matter, and so ] <*annob 
give you an assurance on their behalf. 

Q, — Yon agree to the conclusions arrived at by the Excise Connnitteo 
recently appointed here? 

A*— Yes, I agree., ,.,v' 

Q, — r ask you whether this suggestion is of any value. If you adopt 
the policy of gradual fjrogress towards the ulfciiuate goal of total prohibi- 
tion, could you not tax cocoaiiuts and realize some ninonnt of revenue? 
thirtlier, the toddy tree yields only for six months, and the same tree if it is 
subjected to only the cocoaiiut use, goes on to give you an increased yield 
and thus there inay not be any loss of revenue by taxing the cocoanuts and 
their by-products. Do you think this suggestion is of any value? 

— Of course, in order to make up the loss of revenue it is quite possi- 


J)t\ Paranjpije. Q, — Do you think the palmyra trees and date palms 
yield cocoanuts as Dr, Hyder seems to think? 

A. — No. The question was put in the case of cocoanuts j T think a cerkain 
amount of revenue can be got from cocoanuts, 

Q.' — Do you til ink that copra woukl bear a large export duty? 

A. — Of course, it may bo. 

The President, Q. — As a member of the South Indian Chamher of 
(’ommeree, would you advocate it? 

A.— Aly individual opinion is that 1 am prepared to meet taxation for 
certain thsngs in order to bring about proliibition. 

Q. — AVoulcl it be worth while taxing cocoanuts? 

think it would ])e worth while. Perhaps, your idea is that 
copra which is now exported would be stopped. I do not think so. 

Dr. Faranjinjv. Q.— Have you got any experience of cocoanut gardens? 
Tiien what do you think of the annual yield of a cocoanut tree? 

A. — f come from Alalabar and therefore I know something of it, I ildmk 
’:he yi( 3 ld of a cocoanut tree ranges between 50 and 100, but it depends 
upon the <‘ocoanut tree. 

Q.— Then take 100 which is a very liberal estimate* In AJ.ahibar where 
you come fi'om, what does a cocoanut cost? 

A. — I think the average price is 1 anna. 

would mean Es. 6 for cocoanuts and about lie. 1 for the by- 
products, say Pvs. 7 altogether. Further, the garden land is charged at a 
higher rate of land revenue. , , 





e President ijnterraptlnif). Here tiie garden lands are nut 
eliju-gctl ufc a higher rate of land revenue. 

])r, Paraivjpye (conilnidng). Q. — At any rate in Bombay ihere is the 
hivjdyat rate; do you think this proposal ot charging a rate on liie cocoaiiut 
bearing trees is a feasible proposal 

A.— If there is going to be prolubitroUj and in order to bring about 
prohibition, just like in otfjer things if we <*an get a small income from 
cocoauuts, J will welcome it. 

Q.— Aly own impression is that afnong respectable people it i.-, almost 
wjusidered irreligious to allow a cocoanut tree to be tapped for loddy. 

A. — .1 think liei-e everybody is giving his irees. 

Q. — Even among higlter classes? 

A. — I do not know that. I kiiow ihest* tre(*s are given oul on lease. 
The landlords here are not supervisi?ig these Irees, so they don’t nniid 
giving them out for tapping. At least, the majority of the trees are tapped 
here. ^ ■ 

Br. Jlifdrr, Q, — I soo Dr. Paranjpye has just now made a cah'uUition. 
1 take a particular tree that would yield Rs. 7 wortli of cocoainiis, and if this 
particular tree were suhjected to fari lajjping, you would get iari from it 
only for six months? 


Q,— Have you any idea how muc'h hn i it will bring in, in (ualer to coin- 
pare the difference* The same tree subjected to co<'oaiint use gives vou 
Rs. 7, and that very tree if subjected to ftui use, how much worOi of tari 
it will produce? 

A.‘ — think it will produce Its. It) worth of tarl, 

Q. — Jt will yield, you say, 10 rupees worth in six months? 

A. — That is what I think. 

Q. — 3f it were suhjcciod to the first use it will yield Rs. 7 worth of 
cocounuts. If it became a proposition within the realn'i of prcatical politics, 
you could subject the cocounuts to taxation? 

A. — A^es, for the sake of prohibition. 

Percy Thompson. Q.’ — Then thej’ would cut down all the cocoanut 
' trees. What is the present rate of taxation for tai>ping a iari tree? 

j A. Rupees 7-8-0 is the rate, I think. Aiy recollection is it is some- 
thing between Rs. 7 and Rs. 10. 

Vi\ Ilyder. Q. — I should like to know whether there is iinyihing 
in the suggestion where a tree has been tapped, it can yield no more of 
cocounuts. It you embark on the policy of total prohibition, you cun know 
at once whether a tree has heen tapped or not. 

. A.—Yes. If there is no tapping then cocoanut tree will give a better 
yield and the price oi the cocoanuis will go up, 

Br. Paramjpye. Q,— Where the cocoanut trees are not tapped am! 
uiiowed to yield cocoanuts, it is in that ease that the maximum is Rs. 7? 

A.—AVhen the turl is not drawn, cocounuts are sure to produce better 
puce. 

Br, Ilyder. Q. AVhat J. say is that a tree can hear either iari or 
cocoauuts, and not both. 

! .A. — ^Yes. 

i Q. — I ask you if there is any value in this suggestion. If the cultiva- 
5 tors were to cut down all the trees, and if the people of India did retpiirc 
1 5 cocounuts, and then there will be a demand for cocoanuis, and that demand 
“ I will have to be satisfied through the importation of eocoa))iits from abroad 
* I like otheri tropical countries, and if you impose an import duty of, say 
! i I * "tke import of coeoanuts, the consumers would have to pay 

f j that duty, .Then it would become a necessity for the cultivator not to cut 
||ttown^th6 ,tree$,^aM thus you would be able to get over the difficulty. , 

li ' Li’ V' ' ^****~*^^^ assumes that deman«3[ for cocounuts is 



c Q* people of India or cultivators who are owners 

oi the trees cut down the trees and then the demand for cocoaiiiits increases, 

If Government imposes a duty 
.eohsuiner. 


there will he nothing to satisfy this demand, 
of Rs, 7“S-0, that will hay€> to ho paid hy the 

A.— Yes. 

^ T/ie Fresiden t 
which produce ta 
big business. If 
enterprise. How 

Q. — Is there ^ ^ 

you would lose in respect of the tr^^tax? 
could you get a tax on the pa]in 3 U‘a fruit 

A. — I think you can make up something 
Ihit some sacrifice will have to he made. 

Si?' Percji Thompso?}, Q. — You make whi 
duty of 50 shil lings a gallon. Could you 
and i>ut an equivalent duty on husks which \ 

A. — I think it is only a minor item. 

l)r. llyde?\ Q . — Coeoaiuits are eojisumed 
IS exported abroad. T suppose you are awar< 
the manufacture of many other articles in oi 
France. If you adopt the S 3 ^sten} of manufa 
own country, surely it would give you more i: 

A, --Yes. 

Jh- Pcmmjim. Q.— You know llie liistory of the Tata Industrial con- 
eern with regard to coeoanut oil, etc.? 

A.— \es. But do you mean to say that no other factory would come 
into existence in this country, because one factory failed? 

i/ie Pi'e,side?if . Q. \\o now come to tlie super-tax qu land revenue, 
and you lavour super-tax on land revenne as a source of additional revenue, 
i gather from your remarks, tiuit the legitimate thing would be to make 
the permanently-settled landholders pay to make the poorer classes temperate. 
,l,s that quite a logical position? 

^ A. In order to relieve the burden on the poorer classes of peojile, the 
highei classes have to hear a (terlain amount of burden. .In order to 
bring about more sobidety amongst the masses of tlie country, it is only 
reasonable. 

Q. Do you accept the theory that people who enforce temperance 
vUght to pay for the loss of revenue? 

A. — I mean the people as a whole. 

Q. — Do you consider the enhancement of salt duty is the possible 
alternative? 

A. — No. i ba%"e said salt duty should entirely go. 

Q. — You say: is a feasible metbocl of taxation by which both 

agricultural and non-agricuitural incomes are treated in tlie same way in 
regard to laxatioii. In fasli (1920-1921), ihere were 782 single 

d(t?\^ and 2,591 joint patiad<H‘s paying over Ils. 1,000 land revenue assess- 
monf.” (^a.n you tell us whoi’e you got tin’s figure from? 

A. — 1 can’t tell all at once. 

Ih\/Pnm?\Jpne, Q. — You consider that deatli duties will lie a reasonable 
tax if prohibition were introduced? 

A. — Yes, in order to find an alternative tax. 

Q. — You agree generally with the policy of Professor Riguano, viz., 
that practically the whole estate should be taken by the State in the course 
of three generations? 

A. — I am not going to commit myself to that. 

27/ c President.^ Q. — Professor Rignano says that a tax on inheritance 
shouhi be progressive in time. Hi.s principle generally is that after three 
generations the whole estate .should he taken by the Btate. 

A.— Yes. - ‘ ‘ ■ 

Q.—Supposing a man dies leaving 10 lakhs of rupees, the State will 
take 5 lakhs and the other 5 lakhs would go to his son. On the sou’s 
death, 2J lakhs will ]>o taken by the. State and the remaining 2^ laklis 


Q.-— Are you aware of the millions of palmvra trees 
ri and the sugar that is made out of it? It is a very 
you stop the palmyra iari you will be killing the sugar 
can you jirohibit tapping? 

any way you can suggest an alternative tax for the duty 

it you lose on the tree-tax, 



' of 'xftoBopolieSj but also in tlie^oase of other 
||3| Important place in worM iprb<i«0tion. 





Q. — Tea is by no moans a monopoly. 

A.— No. 

Q. — In India yon cannot regulate the world price of tea like that of 
jute. The tendency will he for the export duty to fall on the producer of the 

;:tea." : . ■ . , 

A. — Yes. The export duty would only amount to a small percentage. 

Q. — It may be that the tea industry has been in a very flourishing 

condition owing to war conditions. Is it in a flourishing condition at the 

present moment? 

■ , A.—It is., ■■ 

Q. — It is fairly flourishing j it is not as flourishing as it was and tho 
tendency for the tea industry will be to go back to noiunal profits. 
When^ it conies Inick to normal profits, do you suggest there would 
be a justification for putting an export duty on it? 

A. — Tho producer includes the export duty in the price. 

Q. — If it is governed by world ]n*ices he cannot put it on the con- 
sumer. He has to pay it himself. When the tea industry only makes a 

normal profit, is there any justification for singling out tea for* an export 
duty? . . 

A. — You are taking the ideal position. 

Q. — This is one of the taxes you are going to impose in order to make 
up the loss of permanent revenue under excise. 

A. — Tlien, the question to consider is whether the world production is 
enough to meet the world requirements. 

Q. — I am not on that. You arc putting a duty on tea to replace a 
periuanent tax. If you agree tliat a duty on tea is only justified when the 
profits from the industry are abnormal, and if you assume that tliey can- 
not remain so for ever, how do you justify the duty? 

A.— Our experience for the last 25 years has been that the industry 
is flourishing and can afford to pay the duty imposed on it. 

Q, — Tf you could establish the fact that the tea industry is making an 
abnormal profit, I quite agree that it can bear a small export duty. But 
you cannot assume that the abnormal profits are going to continue 
indefinitely. No industry continues to give abnormal profits for ever. What 
you are trying to do is to find a permanent source of revenue to rejilace a 
permanent loss under excise. 

A. — 3f the xirodueers of the tea come down and make a complaint, we 
may be able to find something else to substitute for the duty on tea. At 
present it is giving a jiermaneut tax. 

Q. — Are the profits from tobacco abnormal? Y'ou certainly have no 
monopoly in tobacco, but yon have a very small proportion of the world’s 
production. 

A, —We can utilize that tobacco in the country. 

Q. — How is that relevant? 

A. — I ask what would happen if exports were stopped on account of 
woi'ld (*oin])etitimi. 

Q. — Won’t tho offect of putting an export duty on an article be to 
raise its price? 

A. — In England they are putting a very heavy dut 5 ^ on tobacco. 

Q. — I’hat is an import duty. 

A. — Your point is that exports will be stopped to a country like 

England., 

Q, — Exi>orts will he stopped to every foreign country. 

A. — Ai’o tlie foi'oign countries going to be without our toliaeco? 

Q. — It is a mere flea-bite that India supj)lios. 

A. — can still find a world demand for it. 

Q. — Suppose the world x)rice of tobacco is Us. 5 a pound, you jint an 
export duty on it and make the cost to the exporter Rs. 6 a lb. How 
in the ivorld is it going to compete against the tobacco which sells at lbs. 5 
a lb. that come from tho rest of the world? 

VII— 8 





A.— I approfiatt^ tbe point tlnii tljo price eiiargetl \vorild depend on tiie 
world price and may iiave to be rediicecL The (luestion is wheilicr the world 
prices in sojne phicon cannot be brought down and whether those places will 
ntjt })ny onr tobacco even if wo have a small duty. 

Q.— ™Are tbore other articles, on which we can levy an export duty? 

A. — Yes, there was an export duty on rice some time ago. 

(i.— I think the duty is still levied. Take the ease of hides and skins* 
imagine that tht^ export duty in this case is levied for a dilferent reason! 
You may have to foster the leather manufacturing industry, hut in the case 
of tobacco i can see no such reason. 

You suggest a duty on oil-seeds. 1 do not know vlieilior from the fiscal 
point of view, it would he a good thing to levy il. 

A. — Yes, wo can keep the oil-seeds and tlie manuro in the country for 
agricu Itural purposes, 

Q.— You are doing it for reasons which ar© not coiineoteci with taxa- 
tkii| feui for soeis.1 reasons? 

, A.S— Mf own view is that^even if wo levy an export duty, some parte 
of the W'orld are sure to huy from us. 

' * ' Q. — ^These duties are a' very ticklish question. Take the cotton excise 
duty; the duty is only 3| per cent, wiiy is there an outcry against it? 

A.— With regard to that, the (competition to-day is mostly from Japan, 
and not from any other plac-e. Japan gets our cotton and sends its 
manufactured goods to this country. 

Q. — ^The allegation — I do not know how far it is true — is that this 
per eept excise duty -on cotton is ©nahling Japan to compete wili the 
Jpdi^p ; frills. , ^ . 

• 1 1A^---Japaii’s competition is not only to the extent of that dilferenc© If' 
the cotton excise duty, hut it is still more in certain classes of goods. Japan 
is^ successfully competing to-day, not only with the Indian mills, but also 







Present: 

Sir Chaeles Todhuxter, k.c.s.i., i.c.s 
Sir Bijay Chand Mahtab, g.c.i.e., k. 
Baluidur of Burdwan. 

Sir Percy Thoaipson, k.b.e., c.b. 

Dr. P. P. Paraxjpye. 

Di \ L. ^ K. Hyber, m .L.A.; 


Mt- T, ¥. SBSHAGIEI AYYAB (Ex-Jiidge), Madras, was emiaiiied. 


WritteiE aaieniorandtim of Mr. Sesliagiri Aysrar. 

Q. 1, The statistics available at present for the purpose of an estima- 
tion of the wealth of tlie coiintry^ are neither adeciuate nor reliable. To 
arrive at a correct estimate of the yield of land, I hud different methods have 
been employed in different i^rovinces. There should be a uniform method, 
riiat aioiio would enable us to institute comi>arisons regarding the incidence 
of taxation. In my opinion, the crop-cutting experiment of Madras is less 
objectionable than the others. Previouslj.^ the revenue officers carried these 
experiinents in each village during the tizne of crop insi}ection and checked 
the estiniates^^giyen in the village accountant’s records. Now, that has been 

ought to be x'esuscitated. Other provinces would 
j. The estimates now supplied by the 
" . ,' 1 - 
are gener ally pr actised I 
careful scrutiny as the 


abandoned. This practice c 1 

find the system less liable to abuse. 

Director of Agriculture are mostly based on the outturn of crop in agricul- 
tural farms where scientific methods of cultivation ” • - 

The village accountant’s figures certainly need very 
estimate in annas is often a result of guess work. 

I cannot say anything about other statistics given in the annexure. 
But I may ventiire to express the opinion that they seem more reliable than 
agricultural statistics, as they are not based on averages and guesses, 

Q. 2.~I shall deal mainly with the Madras figures, although I may later 
on endeavour to state briefly the corresponding figures in some of the other 
provinces. From the latest census report it will be seen that out of 100 
persons, the number eiigaged in agricultural and non-agricultuial occupa- 
tions is 70 and ilO 3*espectively. Dr. Slater in estimating nori-agricultural 
iacomo of this Presidency rightly refused to adopt the percentage arrived at 
by previous enquiries, viz., 50 per cent. The average adoi>ted for the whole 
of India cannot lie applied to this Presidoney. Adopting the estimates of 
1)]\ Bhiter, i.e., non-agrimiltural income at 43 per cent and the number 
engaged in nou-a,gricultnral occupations as 43 per cent, the income per capita 
will naturally vary. But wo must tiffie into account another fact. There 
are many who are depejident on agriculture as well as on other occupations. 
There is the tendency also, as remarked in the census report, for every one 
to claim connection with the soil, though they may not he actually engaged 
in agriculture. We must make allowance for this. Moreover, the figures 
given by Dr. Slater relate fco a year when the jirices owing to war and otlier 
circumstances wore very high. To arrive at a correct estimate of agri- 
cultural income, the figures for a number of normal years, say five or ten, 
must be taken and tho average should be arrived at. That will give ^ us 
apxiroximate iiicome. Further, it is open to argument, whether in arriving 
at non-agricultural income, tho standard applied by Dr. Slater is correct. 
The best rnetliod, if correct estimates are available, is that suggcvsted by 
Professor Shah and Mr. Kliambata. 

Q. 3. — I agree there are no corresponding figures in India. I do not 
admit that the bases of calculation have been exhausted in these countries. 
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Q. 4. — Ah regards iiou-agricuHural iiieome, a Bill of the kind iirirodaeed 
ill fehe Bombay Legislati?e Council would be usefiii; more accurate statistics 
would tben be available. A detailed enquiry^ one© maclo, even if expensive, 
would benefit all future enquiries. 

Q. 5. — do mot know bow long it took, what permanent value It has. 
I am therefore unable to express an opinion. 

Q. 6. — I favour legislation of an all-India character. 

Q. 7. — These estimates will enable the Government and the publie to know 
and^ appreciate how far the economic eonditioii of the people has improved. 
While they may be useful to determine the incidence of taxation, they wmuld 
help Local Governments to compare notes, to formulate schemes for exVansion 
of revenue and for taking in hand works which would secure industrial or 
other progress in the province. 

^ Q. 8. — These are not sufficient to form the basis of an estimate of the 
incidence of taxation on different classes. Intensive economic enquiry in 
each province and in each district and taluk centres must be conducted. 
The great disparity in the rate of assessment in the districts is due to this 
failure. 

Q. 9. — I would divide the population with reference to taxes into two 
■■ classes 

(1) Agricultural. 

(2) Non-ngricultural. 

One modo of arriving at primary incidence only is to divide tlu^ aggn'gato 
amount of taxes by the mnnbor of people paying them. But this is not 
possible so long as indirect taxes paid by consumers exist. In the circum- 
stances of the case the amount of the taxes should be divided by tlie w'hole 
population; such taxation may not present any difficulty. I am* strongly of 
opinion this would be merely palliative. To get at the wealth of a country, 
the taxable capacity and the equalisation of incidence, n careful economic 
eiiquii^ should bo made. That must precede everything else. JVViiat we 
w'ant to know is, wdiether the. methods ado]>tod have 'touched those that can 
bear, have avoided those that cannot, and whether individuals and the 
country stand to progress by the methods adopted. 

Q. 10. — The figures from the budget show that the income from the 
^Murcee^ m^ntmned is not ineongiderable. I must say that the troo-tax in 
Madras is capriciously levied and that hues are too heavy. 

j ^ Q. ili.-r-Railway cess, road cess, survey stone tax, etc, 

5 1 Q. 12. — Tlie tax on fuel removed from the forests may be treated as tax. 

Q. 13. — The main object of a Government monopoly has been and sbould 
be to pioneer and to educate. As in schools, etc., Government business 
should scOTe as models and no more. In my opinion, a hare return on the 
capital invested is sufficient, unless there 'are undertakings which do not 
promote general puldic wealth hut promote the interests of a particular 
section. 

Q, 14.-“lt is indirect taxation. For example, lln^ surplus I'roDi railways 
goes to the exchequer, and with the nationalisation of railways, it is difficult 
to regard the fares as not being part of revenue. These observations apply 
pari -pasib to the other instances mentioned., 

Q. b>. — ‘Speaking for Madras, I think this kind of tax exceeds the 
anticipated income from iiie outlay, j hoiie to give figuros latei’ on. 

Q. 16. — If there should be further taxation, I would prefer a lump pay- 
ment to periodical visitations. 

Q, 17, — I can say a great deal on this siibiect. One of the primary 
, conditions between landlord and tenant is that the landlord slioitid havti 
{' spent further sums on the irrigation sources. I think the temuiey lav' is 
^ juster than the revenue law. 

Q$., 21 and 22.— In India there are no fixed principles, imiinly because 
[ the sources of taxation are varied. Permanent settlements in some places 
j have excluded large areas from revision. Governnieut proceed on stereo- 
■ typed lines, withemt taking a large view of rights and duties of all persons 
who derive equal ,4>eneBt from the machinery of Govaniment. I am old 
fashioned enough , to prefer payment by the consumer; but I doubt very 
I |3m:|eh T^Vlxel5li©r|dw4<^ can b© avoided. The best principle is to 

, r,e4abM|jhe the tax-payer that amount wliich represent 







the protection aiul privilege he enjoys for carrying on liis vocation. This 
is my ideal. In practice, I am inclined to agree with the view of Bastable. 

Q. 23, — I do not agree with the statement in regard to drink. It does 
not take into account the condition of the family, but only of the individual. 
It imposes an economic waste in the long run, by prematurely disabling 
the worker, by impoverishing liis family and so on. This is especially the 
ease with those who drink country liquor and arrack. 

Q. 24.-— I am in favour of the former, but not the latter as railway 
travelling has almost become a necessity. 

Q. 25. — I do not^ think it is possible to draw now any such line of 
demarcation. The evil is spreading rapidly amongst classes who by religion 
or custom are prohibited from taking intoxicants. If I understand the 
implication^ aright, the suggestion is to penalise the community in some 
other way for tliese virtues. I hope I am wrong. 

Q. 26. — My answer is given to Qs. 21 and 22. 

^ Q,. 27.— Inability to pay must be the test for exemption. In the case 

ot nuuiy indirect taxes such as salt duty, etc., every member of the com- 
niiuuty IS made to pay some tax or other. Mliiio 'this principle may be 
just, I would exclude all incomes fj-om whatever source (agriculture not 
excluded) which leave no margin for effective saving. ^ 

Q. 28. — It is in the main a coiivcuient method of representation. 

Q. 29.— Direct taxation offers no difficulties for calculation. I, as at 
present advised, would not make indirect taxation the basis of representa- 

«^5.ige of manhood or womanliood suffrage, these 


dih— llowevcr^ convenient it may be for purposes of collection, it 
imposes many disabilities and is opposed to Indian sentiment. 

The same can be said of the capitation tax. Poll tax would raise a storm 
in the country and would make the Government immensely unpoinilar. 

Q. 31, — JSono of these are suited to Indian conditions. 

Q, 32.— They are more objectionable than the taxes mentioned in the 
question, 

Q. 33.— I am in favour of the present rates. It is just possible to levy 
a high rate on the profits made out of the manufacture of luxuries. It is 
a sj’stem attended with danger. The taxable income should bo raised to 
Rs. 5,000 at least. 

Q. 34.— While retaining the present graduated scale, I would like 
exemptions of the kind given in England to be incorporated. 

Q. 35. — I would advocate differentiation. Where an enterprise is calcu- 
lated to advance national wealth, I would tax it very lightly as compared with 
business which is based solely on profit earning calculations. 

Q. 36. — Very clifficuU. 

Q. 37. — 1 favour the continuance of super-tax on companies. 

Q. 38.— I am^ for the coutimiancc of the present system. The agricul- 
turist of Madras is the most heavily taxed of his compeers. I see no warrant 
for submitting absentee landlords to high taxation. He suffers in income 
by his abseiU'C. Thai is jienalty enough. I see no justification for the 
mortgage-owner being put on a different scale. 

Q. 39.— I totally disagree, 'riiesc gentlemen know nothing of tho plight 
of the Madras agriculturist. 

Q. 40. — Wliile it is true there is no exemption in tho case of the payer 
of land revenue, I am not in favour of reducing the limit of exenqition in 
the case of income-tax. The income-tax asst^ssees generally live in lahan 
areas where cost of living is high and, as in rural areas, all tho members of 
the i'amiiy do not ea-im and contribute to the ex 3 )eiises of the family. I 
have already indicated that tax on land should be abolished in the case of all 
agriculturists who get from their lands no more than wdiat is necessary for 
eonsumx)tioD.. 

Q. 41. — ^I do not think there is any ground 'for such, a reproach. The 
methods now adopted have removed to some extent the complaints against 
the Income-tax Department. 

Q. 42, — ^\^arying general fotms may be prescribed for differeiit sources 
of income. Tliat would facilitate collection and tend to business-like habit. 
Too rigid a compliance at the outset may lead to abuse. 
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Q. 43.----I liStv© BO opiBioB, 

Q, 44 . — Issue of lueofne-tax-freo securities has not led to iiiiseliief, so far 
as 1 am aware* 

Q* 45. — I liaFO no opinion. 

Q. 46* — I think the whole matter reciiilres roconsicleraiioii as k evident 
from the discussions in the Assembly. 

Q. 47. — I prefer the English method wliieh k more ©ciuitahle and just. 

Q. 61, — I do anticipate in the near future: in all probability, a general 
proposition "will be pressed for decision. 

Q. 62, — By retreTJchinent of exponditiu'c, which in my opinion is quite 
possible, and by imposing taxes on those on. whom at present they are com- 
paratively light. 

(a) (1) 1 approve of this. The limit of exemption should be somewhat 

high. 

(b) The Bombay scheme is more reasonable. 

Q. 63. — The statements quoted may hold good .in the case of other 
countries. Of course, the declared excise policy of the government is in 
accordance with all the statemeiiis except the last one. Indian experience 
is that increase in excise lax is j)ot followed ])y reduced consumption. It 
only impoverishes the drinker and tln^se dependent on him the more. 


Q. 61. — I have never known ^Madras to be behiiullumd any j>rovince in 
the imposition and collection of revenue, it is our ^virtue and our mis- 
fortune. 




I ‘ 65. — All rates of duty below Bh. 25 are, in my opinion, low. It k 
possible not only to reduce variety but also impose a uniform standard of 


Q. 66.“— I do not believe increases in duty have generally resulted in 
increases in illicit production. Even if that has happened, it is not very 
considerahie. The nuinljcr of cases of illicit pi'odiiction detected may be 
due to the greater vigilance exercised by the Excise Department. 
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Q. 67. — Just as foreign possessions like Pondieherry and Karikal do it, 
I , there should be no difficulty in adjusting the relations between provinces. 

fl'*' ‘ ^ would. ■ 

llf I ; I ! ■ 109. — I have no opinion. 

I U * , Q. 70. — I have no idea. 

Q. 71. — For the reasons already stated a uniform rate can bo impo.sed 
on gaiijcii hhang^ chanis^ etc. 

* ' ' ^ Q. 72. — ^Yos. 

Q. 73. — From the point of view of taxation, the retail vend is satis- 
factory. 

Q, 74. — There is the danger of monopoly as stated in the fpiestion. The 
bidders at auction can combine and bring down tlio sales. 'Paking this iact 


into consideration, perhaps tix(Hl foe ^ system with ^ a regressive rate of 
iiuTAnsiP in feoK mav ho nroferred. 'Phis will also incidentallv avoid the evils 


increase in fees may bo preferred. 'Phis wdll also ineidon tally avoid the evils 
of tbo auction system. 

Q. S7. — 1 am in favour of taxes on advertisements, betting, entertain- 
ment© and luxuries. 

Q. 88. — I agree those transactions facilitate collection, I have no special 
observations at present on them. 


; Q. 89. — I am strongly of opinion that justice should not be sold. Taxes 
' 1 , dn Judicial proceedings either in the form of stamps or court-fees should b© 
' 1 H -Mniitef \to pay the cost of courts and no more. 


I f 1 1 1 J I ^^,—1 do not agree with Hobson. 


[ i no view’s on the subject. 


I -Water-rates come under thivS category and courkfoes, 


wlh©h|fh%|^xeeed the limit I mentioned above 



mil : i ' Qi Jg, legitimate to charge a higlier sum as registration 

? * j;! footing as court-fees. 
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seciinty ©npyed. lliere is no question of tax-gatherer sharing the profit, 
^ simple. Historically and ethically, 

pr^eiple ^ ©oi‘X'©ct position. I think the East India Company recognised this 

Q. 97. — To a great extent. 

Q. 98. I concur generally with all the observations. 

T©©'iporary settlements lead to differentiation between district 
and district and are capricious and unsound. I can write pages about this. 
J ins can be abandoned. 1 indicated this already. 

Q. 100.— Rs. 2,000 a year is the subsistence level. I believe it is possible 
lor a taxing oflicer to ascertain the agriculturist’s income. 

It may l>e that such an exemption would lead to further fractioiiisation 
ot holdings. But that cannot lie helped. 

Q. lOl.—T approve of tax on fractionisation. A law inav he enacted, 
by which fractionisation beyond economic holding should ho prevented. 
Compelling the sharer to sell away liis share can be enacted into law. 

Q. 102. — Tho principle enunciated should not be applicable to waste land 
brought under an irrigation scheme. The principle has no application. 

Q. 103.—This field of taxation should be made over to local authorities, 
who must be instructed to apply a uniform rate applicable to all districts 
alike. 

Q. 104.— Q. 3 would give a fairly accurate idea. If my idea of entrusting 
to the provinces the woik is accepted, this process need not be considered 
elaborately. 

Q. 119. — I am not in favour of any new taxes at present. The agri- 
culturist is groaning under heavy taxes. The capitalist must have enough 
to fall back upon to make the industry stable and to start new industries. 
Retrenchment must be resorted to. Our administration is too costly for us. 

Q. 120. — It is a capital idea to tax marriage dowries, luxuries, such as 
race horses, motor cars and costly imported articles^ — ^no more. 

Q. 137. — The question deserves examination. There are difficulties in 
" the way. 

Q. 138. — Nothing but the amount left by the deceased should be taken 
into account. ^ ■ . ■ 

Q. 139. — The propositions appear to be unexceptionable. 

Q. 140. — I agree with the scale of duty in the United Kingdom except 
its latest stages, beginning with 50,000 and uinvards. I do not think any- 
thing more than 10 per cent should be takeii by the State. 

Q. 141. — I think the suggestion contained in (a) is the only possible 
mothocl. Even then, ihe question is whether it is jiroiierty that is being 
Inherited. 

Q. 142.-1 accept the proposition. 

Q, 143. — Sir James Stephen’s diagnosis is accurate. 

Q. 144. — Taxing of movable property other than shares may lead to 
inquisitional proceedings. Balance in the bank and debts outstanding may 
be easily traced but not cash in hand, articles of value, jewels, etc. 

Q. 145. — The Central Board of l^evenue tlirougli the Income-tax Depart- 
ment. 

Q. 146. — ^Rs. 6,000 is the appropriate exemption limit. 

Q. 147. — I am in favour of a comhination (3) and (4). 

Q. 148. — ^AVhile this may sometimes happen^ the customs has proved to 
be a source of elastic revenue. 

Q, 149. — The present system requires revision considerably, 

Q. 150. — It is x>ossible. 

Q. 151. — Land revenue slxould be solely provincial. 
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Q, 162. — I acoex>t tlie reasoning. 

Q. 153.— The expert 'duties imposed may fee so framed as to allow 
siifBcieiit^ scope for tee X>rovince to impose a surcliarge wdiich would go to 
the provincial revenue. 

Q. 154.— 1 would adTocate the transfer of the excise including foreign 

liquor and opiutn to the provinces. 

Q* 155. — Tobacco also may be treated as a provincial subject for purposes 
of taxation, 

Q. 156. — I incline to the view that income-tax primarily feelonp to the 
Central O-overnment; large incomes aro made from exports and imports. The 
machinery is that of the Government of India. The i>roiection is from that 
quarter. 3f there should be a divisioUj certainly the Centra! Government 
cannot have less than one-half. 

Q. 157. — The above considerations do not apply to stamp duties. These 
duties must form part of the provincial revenues. No distinction need be 
madeliotween judicial and non-judicial stamps. 

Q. 358. — T cannot think of any at jiresent. 

Q. 160. — I agree. 

Q. 1G1. — No limit need be im])oscd as the Disiriit Boards are subject 
now to the control of the electorate. 

Q. 162. — f do not think the principle sound. Each must coiiiribute to 
the other, 


' ' * latr* Sesliagiri Asjmv g^ave oral evideiioe as follows :■*- 

The Prenklenf. Q. — You are an ex-Judge of the Madras High Court? 

..A.— Yes. 

Q. — ^You were also member of the Fiscal Commission p 
■ A.— Yes. 

Dr. Eyder, Q,— In your answer to Q. you say that the crop-cutting 
experipjout has been abaudoued in Madras. . , / ' , , 

' Q. — You also say that the crop-cutting experiment of Madras is less 

objectionable than the others. 

A. — T say that the crop-cutting experiment is less objectionable than the 
other experiments tried. 1 know nothing about the crop-cutting experiments 
elsewhere. 

Q. — ^Wliy has it been given up in Madras? 

A. — Because they have to go from village to village in making the ex- 
periments and that was considered to bo expeimive. 

Q, — You have got the karnainti under the supervision of a revenue 
officer. The revenue officer will have to go to each of the village in any 
case and how can the experiment bo expensive? 

— Before you make an experiment, yon have to select a number of 
villages, and calculating the yield in these villages means a lot of time. That 

was perhaps the reason why it has been given up. But 1 do not know 

. exactly why it has been given up. 1 know that it has been given up. 

I Q, — You say that the estimates made by Professor Shah and Mr. Khani- 

^ bata are Tuoro reliable^ and I daresay tliat you have read the work of those 
1 1 1 |i|Wo gentlemen. 

1 1 p J I -G some extent. 

I f || !j|||^{-4|>oeB it not strike you that they left out services altogether? ' ? 

PI || I'?* fAl4^Tlip.t'is so. They have not obtained information from the GoTem- 
Ifif jhiejht the income, etc., of the services; and I was going to suggest 

iJ 1 1 1 that im tihe- Bom Bill as an all-India Bill, you ^ will have to ask 

1 1 ij 4he. pTiiwW md .the 'Government to give similar iirformation. Th4t is my 

tip idefi ! The quite all right. It requires to be supplemented 

. fey tho the planters and others regarding the wages paid, 






Riid tlio Govornnieait should be coiupellod to give information regarding wages 
paid to their servants, tliafc extent, I think, yon are right in saving tSat 
il is not quite fiilL 

Q.“--~'31iore_ are two eoiu-cpts. The first is the national income, and the 
second is natiouai wealtli ; and my impression is that in estimating the 
national wealth, they have left out services altogether. 

A.— Yes. 

Q , — And the othei* thing is that they regard the national income of the 
country as so many bushels of rice and wheat iu the form of consumable 
agricultural products, .fhe scrviccH rendered during the course of the year 
and such, other things do not enter into the national income. And I therefore 
ask you whethei- you tliiiik that the estimate of Bhah and .Khamhata is 
correct, 

A.— t think my^ stateme.nt is that it is better than other estimates. I 
do not say that it is completely right. 

(}. — I do jiot quite understand what you mean liy your an.swer to Q. 3. 
You say : '‘i ngre<? there are no corresponding hgures in India. I do not 
admit that the bases of calculation luive been exhausted in these countries’h 
f do not quite undor.starK'l your second sentence. What is it that is in vour 
miiidP ■ . , ■ ■■ ■■■■ 

A .—If you turn to the appendix of the questionnaire, you find that 
information is given as I'egards this: and my impression is that every avail- 
able source of information has not been exhausted, and therefore, I would not 
regard the enquiry made nnder those conditions as sufficient for Indian 
purposes. ■ 

Q. — Proceeding to Q. 5. I may inform you that it took seveJi years for 
the results of the EngU.sli Ckm.sus of^ Production to be published. ' Do you 
think any effort in tin's direction (‘osting so nuu-h money and so much labour 
would bo worth the restilts? 

A. — T certainly thinks so. Even if it takes ten years, T do not think 
that you should grudge it. You must have a complete economic enquiry. 
Once you make the enquiry, you lay tJie foundation for all future enquiries 
to be done in less time; and I think it wonicl amply repay the expenses that 
would be incurred. 

Q, — What is your idea of an economic enquiry? Would you enter into 
the economic circumstances of 320 millions of people? Is it your idea? 

A. — I do not know whetlier you inqdy that, I suggest that each indivi- 
dual should be examined. IMy idea was this. Take, for example, some typical 
villages in a taluk and some typical towns and also unions and so on. If 
you make enquiries in those villages, towns and unions, you will be able to 
get a fairly accurate idea of the conditions of the whole district and of the 
whole Presidemn. 

Q.— Don’t you think that it will lend to suspicion and trouble in the 
villages? 

A. — 1 do not think so. 1 think we are in lietter times Ilian vonr question 
.seems io suggest. 

Q. — In answer io (). 12, yon say, ‘‘The tax V>ii fuel removed from the 
forests may be trmitod ns a tax.” 1 do not quite understand why you treat 
it as a tax. I ])ut this to you. You are the. owner of a forest containing 
timber of all sorts. You give the right to othei‘ people to extract the timber. 
You will natural iy charge them. The forests iu this country are the pro- 
perty of everybody and the State represents everybody. 

A. — Now, take a pnldic forest. You get what is called a permit before 
going into tlie forest.' and the permit fee is in my view a kind of assess- 
ment. T bel}ev<‘ each }>rivate forest ownei* pays Government a certain 
amount of tax. Talce the case of Malabar where there ai‘e large forests 
owned by private persoijs. At any rate, my impression is that many of these 
forests, especially in Malabai' and South I^anara, are private property. 
These ownews give the cutting of timber on lease, and the lessee takes tlie 
iiu'ome, and the Government assesses the owners at a particular rate. 

The Presidenf, Q, — Assesse^s to land revenue or to income-tax? 

A. — I think it is land revenue. Therefore, I thought that there would 
]>e no objcndioii iu regarding a tax on fuel as part of land revenue. 

Y|F— 9 ' : ' ‘ 
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Pr. Paranjpijc, Q,— But i^ro tliey eliarged for ilie roniOFal of ilio forest 
|>rochico over and above the land revenue? Tlio people wlio gefc permits from 
the owner of the forest cat the firewood end remove It outside, aiul is there 
a further tax on it h:^ the (Government? 

A, — Ho, 

(J. — ^Then how do 5 ’ou say it is a tax on fuel? 

A.' — was speaking of the Government forest* 

Q.-— The object is to compare Government forests with private forests. 
If Government charges the same amount as would be charged hy a private 
owner of the forest, then how does it become a tax? 

— go far as the Government is concerned, v'hon they issrie a permit 
and charge the fee, it goes into the Government exche(|iier, and there is no 
other tax. Therefore, I regard any license given for cutting as part of the 
revenue which the Government derives from that forest. I. therefore, do not 
see why tlie license fee charged for ciitting wood should he regarded as not 
coming within the category of tax which the Government levies. 

The Presuletit. Q . — But a private owner of trees will not he taxing 
people when lie charges a certain foe for the extraction of thnher, 

A. — But the private owner pays lax ujion his holding. 

Sir Pernj Tho}n 2 )son, Q. — Would you regard all that the Government gets 
as taxation — any money that the Government gets? 

A. — Hot the whole of it. But generally it would l>e a tax. 

(J. — Suppose you have a Government that undertakes electric lighting 
and charges for it. Would you regard it as a tax? 

A«— No. 

Q. — Then ho%v do you regard the charge for the timber as a tax? 

— Because it is for trees grown mi land on wliieh land revenue is 
taken. ^ . . . ■ ■ ■ 

Pr* Paranrjpfc. Q.— Tlioro are certain lands '%vhich are purely private 
property and otlior lands which are ]>iirely Government property. 

A. — How do YOU distinguish between a fore.st and ryotwari land? As 
regards the right' of the Goveniment to the land, if you say that the land 
betongs to the Government, does it not necessarily follow? 

The President. Q. — it has been notified as a reserved forest undei* the 
Forest Act, there will he no question of any private ownership." I ft is 
Government property, or else all rights have been acquired by Government. 

A.~~No; absolutely none. Therefore, .so far as the income from the 
reserved portion of the forest is concerned, it being^ Goveimment property 
and there being a certain amount cliai'ged, I think it would be right that 
that fee shoukVbe regarded as part of the tax paid by the people who go to 
the forest. 

Dr. Paranjpije. Cj. — How is it a tax? It is money paid for goods given 
in ixdurn. 

have not yet been — if I may say so—alile to distinguish, between 
various kinds of property owned by Government, i can understand their 
being owners of certain industries for the purpose of pioneering and so on. 
But In regard to land and forests. 1 do nc»t see that tliero is any distinction 
between one class of ownership and another class. 

Q.— Suppose in Madras there are Government bungalows and Govern™ 
mout lets thorn out to you and a rent is charged. Would you regard it as 
a tax? 

A.— No. 

, . Q^«_Then what is the difierence between that and this? 
think there is a good deal of difference. 

'Pmy Thompson. Q.-— -Suppose you have a forest in private own^ 
UMp and fees ate charged for cutting wood. Supposing in course of time the 
!t 5 p';the Government and it proceeds to charge exactly -the ^ame 
:|ff^^4#^.'ttivite,owner charged. Would that be a tax? 

1 . II ;wouM be regarded as a tax* But I see your point, namely, 

ithkH’lt ^ income rather than a tax* Probably, to 

I iJiat ; extent m oorr eotion. 
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'Ihe President. Q.— With regard to Q. 3, do you think that 70 per cent of 
tne people are connected with agriculture? 

rnu Iversons who hold niortgages call themselves owners of property, 

inere is a great sentiment in this country with regard to the owning of land, 
i know oi one particular instance and you Mr. 'President must have known 
it too. In the district of Triehinopoiy in Nij'ur, for about 10 or 12 years, 
about 40 acres oi land have been washed away by floods and people pay 
taxes in the hope that they can reclaim the land. The attachment is so 
great that they jiay the tax even when they do not get any income. 

Q. The claim that 70 or 80 per cent of the population are dependent on 
land IS rather an exaggerated estimate. 

A.—l do not say they are dependent on land, 70 or 80 per (?ent 
are agriculturists. When you say ‘dependent on land’, it may not be quite 
correct. You can say they are connected with land. 

Q. — In regard to Q. 8 you say, “The great disparity in the rate of 
assessment in the districts is due to this failure.” What exactly do you 
mean by ‘this failure’ ? 

A.— Failure to malp an intensive economic enquiry. Take, for instance, 
the Coimbatore and Triehinopoiy districts. I have been just looking into the 
assessinents there. Tho highest assessment in Coimbatore is Rs. 11-8-0, and 
ill Coimbatore an acre sells, at Ks. 5,000, whereas in Tricliiiiopoly it sells 
at Its. 1.500. On laud which gives one-third of the income they pay 
Rs. 14-4-0 in one district, wliereas on the other they pay Rs. 11-8-0, 

Q. — That is due to the fact that one settlement was made at a certain 
commutation rate and the other settlement at a different coiirmutation rate. 

A. — ^Yes. But if you once have aii enquiry and come to certain conclu- 
sions as a result of that enquiry, then the fact that you are going to base 
the assessment upon the market prices for 20 years will not give a marked 
diffei'ence between one district and another. You have not made such an 
enquiry, and because you depend upon tho settlement, this disparity exists. 

Q. — You think that one of the results of the economic enquiry would be 
radically to' alter our system of land revenue? 

A. — ^Yes, certainly ; and it ought to. 

Dn Hyder. Q.™In answer to Q. 13, you say: “In my opinion, a bare 
return on the capital invested is sufficient, unless there are undertakings 
which do not jironiote general public wealth, but id remote the interests of a 
particular section”. (Tovernment undertakings are post ofiices, railways, 
irrigation w'orks, etc. ^ 'Shiy I ask you particularly in regard to irrigation, 
whether it serves the interests of a particular section or all sections of the 
people P 

A.— -An irrigatiuii project in a particular district would only serve that 
district. 

Q. — That is a commercial or semi-commercial imdertakiiig ; and you say 
that with regard to commercial undertakings, only a bare return should be 
realised, unless they are undertakings which do not promote general public 
wealth, but promote tho interests of a particular section. Now, may I ask 
you whether your irrigation promotes general public wealth or the welfare of a 
iDarticular district or of a section of the people? 

A. — !rt docs nob pronude general piiblic welfare. 

Q.—Bo you would charge for yoiu- irrigation w^orks more than the bare 
.©turn? 

A.— Only the interest chargeable upon the capital for constructing the 
particular work. 

The Fresiderit. Q. — ^'With regard to Q. 14, you say that the “surplus 
froni railways goes to the exchequer and with the nationalisation of raiiwaj^s, 
it is difficult to regard the fares as not being part of revenue”. Now, w© 
are instructed to readjust the taxes within the present limit of taxation. It 
is nob part of our business to propose anything in the shape of now taxe>s. 

A. — I am glad to hear that. 

Q. — ^^Vhat we set ourselves to do is to fiiitd out the sum total of taxation 
within which we can make this adjustment, and if you take all sorts of 
Government revenue as taxation, you give a' large scope to our task, 




A.— 1 tliiuk it Im&n pointed out us regar 
yov*eruuieiit that the iaobme derived from them kI 
taxeiioii. 1 am liable to be corrected to that exteiit 

Dv, Hinder. Q , — With regard to your answer i< 
liiiderstand what exactly is in your mind when i 
Madras, I think this kind of tax exceeds i.he antic 
outlay'*. Will you please explain? 

A,‘ — 1 have got some figures with me 
Reports for the year 1923-24 


taken' .roip'; tlie 

,, .1 have taken three systems. 

delta, J:he estimate for the cost of constructioir 
Ks. 1,71,93,244; total ca[dtal outlay, dircnt 
accumulated surplus revenue since it was ^iarted Rs. 
receipts, direct and indirect, Bs. 42,57,145^ 
indirect, Rs. 9,14,391; percentage on capital outlay 
similar figures in this statement, whieli I will hand * 
as regards the Ki.stim and Caiivery delta, 
percentage on capital outlay is 19.25 and 

The Presiclenf, Q. — Now may 1 put this to you? We tah 
has been very good to the Godavari district 
(*hea}) to constrncfc and evcm at the fiv 
reveiuie. Now coino to tlie Ncllor 
the irdcrest on the capital outl 
Ks. 10. Then come to Chuldapali 
in tlic ScH‘retai*iai wln'cli 
up the water-rate to Rs. 1 


Admiiiistratioii 
For the Godavari 
^ direct and indirect, k 
and indirect, Rs. 1 , 63 , 23 , 020 ; 

9,89,42,663 ; gross 
working expenses, direct and 
20.48. f also give 
over to the Committee, 
i. As j'cgarcls the Kistea delta, the 
as regards the Gauvery, it is 23*48. 

ke it that nature 
; , woj’ks' have been.' co'inparattvely 
■e rupee ' irate r-rate,' there: is: . a surplus,' 
‘e district ; "we fi,nd 'that ' i'u o:rder " to'' '' pay 
lay, you have, to pay a, w'a'te/r-ra'te ' of,' ''stiy, 
^you liave a uuinl)e:r o,i’ sehe'ines locked 'ui) 
caunot he pub into off eel, Iteeause you have to put 
K "Phei'efort*. tlie result is ihat on your principles, 
you came to the red actio ad ahaunlufH that the more iinfavourahly situated 
the land, tim more one has got to pay for the water-rate. 

‘A,-*^Your suggestion reduces itself h) this — that the people of Fistria and 
Godavari districts ought to be taxed in order to ]>roTido water for the people 
of Bellary and other districts. Ts that right? 

Q, — In <mes whore you have not spent anything and nature provides 
the water, would you charge dry rate? 

A.-“-~Fhat applies lo tlie wliole province, i do not inulerstand your idea 
of taxing me in order that somebody else mighi f>e henellted. 

Q. — ^What I suggest to you is that you should pay a share of the increased 






rhat would be an iinproveivieiit made by yon* 

A.— -When the Government sirends money in a particular district, it does 

-SO expecting a particular return. 

Q. — That is merely an adniiuistratiYe consideration, 

A.— It is a cousideration which they publish to the world. It is not an 
adimnistrative consideration. Whenever they go to the Government of 
Jiidia they siiy we (cannot venture upon this project, because it would not 
givc"! iis 6 per cent. Does it stand to reason that you should go on increasing 
your income? 

Q. I) roin the point ol view of the interests of the Presidencv* a'ou should 
not have all the benefits, ' ' 

A.~™-Have a sinking fund. After providing for interest, if tliere is an 
excess, take it lor unproductive works. 

Q.™ We are not considering the problems of expenditure. Presumably, 
3l bovernment gets more resources, not being unjust, it will siiend it i'n 
the i)est way jiossiblc. We are not going to consider that question at 
present. 

A. 1 slioukl not he taxed ior the benefit of somebody else. 

Q- — Ton are not taxed. 

.4. — I Inive to pay more. 

The PreahJrtiK^ Q yon ac(?ept the princii>le that taxation should fall 
first OH unearned mcoine? 

A.—Uutil Lloyd George thought of it 20 years ago I do not think unearned 
income was tliouglit aliout seriously 
part of their own property by 
lias a right 


Since then, it 
the Government. I cl 
in evc'ry case to uneaiaied income. 

Q.—Don't you agree tliat taxation slionkl he on 

A. — T do not think so. 

Sir ihur// TluHi} . Q 
Bs. 100: Government 
(:crtaiii expenditure which 
offer only Hs. o for this? What will he 

A. — But would you allow me to spend 
lands, so that I mav h: 


Suppose there is a piece of land yielding 
may <*oino and say w’e are prepared to undertake 
will i iierea se the income to Bs . 300. Woo M you 
your answer? 

uwii inoney to iniprove TiTV 

ive all the bonelits? 

Q. — The answer of the Government would ho ‘certainiv’. But if it is 
agreed that Government would increase the value of land ‘from Bs 100 to 
Bs. 300? 

A. — If it is the original contract I have no oluection to it. You carry 
on these projects on the distinct understanding that they will jiay a certain 
amount. If you go on with tliis project on that understanding, does 
it stand to reason that you should, after having got that income," go on 
increasing it? ' ^ 

Q. — When tlio Goveriunent undertakes a project, it examines it and 
satisfies itself as to Imw much it would pay. But there lias never been a 
couts'act iluit the charge for water should bo limited to a bare return, 

A. — T do not say there is a direct contract; but there is an understanding. 

Dr, raranjifije,^ Q,"™WIien this Government wants to borrow from the 
Government of India, the Governmeut of India wants some security for the 
money and they show th.at the property woulti yield so much. It is for 
that purpose tliat this Gm“ernnieiit represents Ihc return on the scheme to 
the Government of India. 

A. — I respectfully l)eg to differ. ^ 

Dr, Ili/drr, Q. — You say \-oii are in favour of indij-ect ioxation? 

A.— Yes. 

Q.—Wheu it comes to rei)reseutati<.)a, you would like to liave a direct tax. 
You would not make indirect taxation the basis of representation? 

A.— That is the old-fashioned view. If it is indirect taxation, unless there 
is nuinhood suffrage, you woidt be able to get at the electorate properly. 
Ill the direct tax, it is easy to find out the men , who are entitled to vote. 
Take the man who consumes salt. Every one of us, to some extent or other, 
ivould pay some indirect tax. If you make that the basis of the electorate 


h 



nmst Imve numlioml suffrage. So that, m far as tlie cleteriiiiBatioii of 
tile electorate is concerned, the proper pt'oeethire is to fuul thmii who are 
paying taxes direcdly to Government, That would he the easiest mode of 


getting at the 


ie persons^ who should he given tlie right of voting. In the 
other ease. I was thinking of the way Goverjsment was getting !t.> iiieome- 


the most feasible mode of getting iueoine. 
hetiveen th© two. 


f flu not see any itieoiisLsteney 


Q.—In other parts of the ivorld people are inoving in the direction of 
direct taxes. 


A, — T still prefer indirect taxation. 

Q.— You say that Indian sentiment is opposed io a poll tax. I would 
ask you to state ivliether there w’cre any poll taxes in ancient India., 

A. — f believe in some reign there ^was some such attempt made i.o have a 
poll tax. 1 do not think to any considerable extent there ivas any x?oil tux. 

1 tiiink there was some kind of pilgrim tax fii some place. 

Q. — Them liow is it that Indian sentiment is opposed to it? 

A. — I do not see that it finds favour with the people. 

Q, — In all these 3,000 ^^ears was there no poll lax in ancient india? 

A. — In Kautilya’s ‘hirthaslnistra’’ it is said that a poll tax is sinful. 

I think Alnnu also says the same thing. I will make a note of it and send 
you. some authorities. 

Q. — There was a tax oven on mendii'uiUs. There* are oilier oriental 
countrie.s like Ihirma where yon hav<‘ jioll tax. 

A.-— In Burma the attempt io levy a poll tax is raising a great deal of 
difficulty. 

I .,Q,*-^Burmese'.sen.iin'ient w^as not against it. 

A. '“““Bo far as the Indians arc conc'cn-ned, they have boon opposing tlie 
poll tax; that shows that the Indian sentiment is opposed to it. 

It .is many years old. ft has been levied by the Bunn«e kings. 
That shoves that the Burmese .sentiment i.s not opposed to it. So the orientals 
are not opposed to this tax. if you could enlighten us with law books and 
other authoritie.s, w^c will he obliged, 

A. — I will send you a memoranduin ; but 1 do not think thni in India 
there has been to any coiisiclerabie extent any system of poll tax, i am not 
sure m the. Muhammadan rule there was anything like th© poll ta»* , J know 
_ there "had been some iplgrim tax. < n r P I ] ; * f s ■ ** j j ^ 

Ipj Q.— II yott can give us any reference, we will look into ‘it. 

A.— “''Arfchashastra’* and the law books of as well as the history 

of all the oriental coixntries may he referred to. 1 am speaking of the Indian 
sentiment. My strong opinion is that there has been nothing like the poll tax. 
Howwer^ I will look into the matter. 

Q.-" — In the Turkish Empire, either tiny have to render niiliiary servieo 
or pay. 

A. — It is against persons wJio iiave got inU> that place front outside. 

I am not ipiit© sure. 

Sir i’ercy Tliampmi.^ Q. Si.— Aro you ,sugge»lijiK iiuit you .-.liotild itax 
aiilerent mdu.strics at tlikereut rates? 

A.— 1 had in mind Baden Powell’s statement. Pie say.s ail evilj^ should bo 
highly taxed, such us liquor and iutoxicuting dnig.s. Next 1 k‘. would tax 
luxuries, .such as motor cars. Then tine arts should' be taxed. He s|>caks of 
grain and the prodi^ from land as the last subject for taxation. 

; , Q.“— It is very difficult to administer all these varying rates. 

i A.— Don't you know that there are three hundred varieties of such 
^ taxation under the Customs Act? Yet there has been no difficulty there, 

is a qae.stion of fact. It is quite different with income-tax* 

— ^Your suggestion applies more to excises. There is no 
; ybii; ,Aohld tax at higher rates an income derived from the 

I f Mlfll^fW-t^nrely the man to tax in this way h the con- 






4 . Seller always gets all he can from the consumer so that the seller 

gets all tiie profits. 

Q.— li put an excise duty on alcohol, the seller passes it on to the 
consumer. That is right. But I do not quite see why you should make the 
manutacturer of alcohol pay more tax than the mainifactui-er of bread. 

A. Such manufactures should not be encouraged. 

Q.— Snell manufactures are consumed and therefore put voiir higher 
duty oil the consumption. * 

XI x"^* ,^9 Pi’ohibit the manufacture: hut Baden Powell savs 

nm ^ possible upon these manufactures. *T 


— riiere was a craze sometime ago for ornaments. But tliat is dying 
j iiat IS Iai‘ge]y due to Giandhiji, if 1 may say so. 

r Percn 111 ompson. Q. — Q. 40. If you exemnt from land revenue people 
icomes below a certain amount, would not^the immediate effect he to 
age fraction isat ion of land? 

—Take a man in trade with Bs. 20,000; he gets an income of Bs. 2,000 
IS exempt from taxation. If a man has got land worth Bs. 20,000, he 




A.— Wo liacl a discmsion in ilia a mattor 

mmSm^ lnd I did not eonnnit inysoli oao way or tbe otlioi , it is a inatui 

whicli reqniros a ^raat deal of discussion. ^ 

0.— This donhle iiH-oiiKvta_K provision has only iteon in oxistcnco sin.t 
1920; yon think it now roqnires rcconsKleration . 

A.— Yes. 

Q ---What is yonr ohieetion? 

A. — If I remember right, the gener 
liegislative Assembly"--T tool " 

should be taxed twice orer. 

0 -That is procisoly wliut the rules are inteiKled to stop. 

4 'r.,fe:n(>- the case o1' suoer-iax. in the ease of coiiipiniies i\% well as ot 

indi^h.'ie^rc.i. ny e. 

r;K*o/ u:f eoln;’;;’^^": ;; .supc-taK. a.m .von also 

levy another tax on the iiniivnhini meonie. 

0 —You say you favour the continuance of the super-tax on epinpanies. 

ihe company, being a paupei. 

A. Both are sliareholders in the same company. 

^Yes * I am a miliionaire and you ai’e a i>aiiper and the tompanj 

this^«7«'^a'c on its profits; you would pay it as a super-tax on the coni- 

pftfift a i4* *a«» an^ »»" to rehovod of , . , . > , 

■; it . A.— How' do I pay? ■ ' 

! n —You pay super-tax on the eonipany. 
i r_Thc company has paid for both of ns; you are .a nnlhonaire, 
1 svmpltli.^e veri^mu'^h with you and T do not want you to pay twice over. 

Dr Famnipife. Q.—You are paying super-tax, which if the company 
1 /.PtirfYod to RUDcr-tax you would not have to pa> . 


a1 ohjcciion whitk was 
a very minor part in ii was tl 
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I eonsidor that tlio super-tax on compa 

A. It is satisfactory onIjT’ so far as there is one taxation 
double taxation. 

Q. If you charge su])er-tax on the company, there is bou 
taxation; you cannot avoid it. You must charge supex^-tax oi 
and on the total ineoine. Tf you charge super-tax on the 
company, it is double payment and you cannot get over it. 

^*17"^^ super-tax is paid, would not that amount be deducted from 
your other income? If you get a deduction of income-tax after having paid 
super-tax through a particular company, supposing you are told that the 
ciiVKlend is tree from any further taxation, supposing that is deducted from 
your total income from other sources 

position is this: Here is a rich man who is drawing 
dividends ironi a company ; he will get his allowance for the super-tax on 
companies when his accounts are made up. 

A.— Thei-e will he some anomalies. On the whole I am against this 
double taxation. 

Hr. Paranjpye. 0. — You are against double taxation, but you are not 
against taxation which a man is fairly charged? 

A. — ^It is not a question of unfairness. 

Q. — ^Woulcl not the effect of that he that poor people would not invest 
their money in a rich company which will have to pay super-tax? If you 
were to invest your rnonev in a small business, then you would not have to 
pay super-tax. On the other hand, if you were to invest in a big company 
you would have not to pay much more than what you do now. ‘ ’ 

A. — ^That is an argument in my favour. 

Q. — Not in your favour, but against super-tax on comiianies. 

A. — Tf the company is able to pay a large* income, I think the Government 
IS entitled to have some share of the income. 

Sir Percy Thompson. Q. — Supposing there is a very large company, the 
shareholders of which are people wdth small incomes, and +he profits are 
distributed among them, is there any reason that the whole of the 


I am agaimst 



yim ai*© quoting wiy r©|wrt It ia not for^ IftZtf; liiit I ?ini quotings 
ilio flgnroa for IMS fnrnlulied % tlio vaiioiis iiroviiicei^. 

emperioiie© is tliis. If a mm takes ii> drink aiid if \m k niacle 
lo mf 2 mmm instead of 1 unm^ ho Is certain to fiiMl ili© trioney for Ms 
drink at the expense of iik tvife and eliikli’eii. and lie aili never forego 
W» drink. He gets liis drink to the nrejiicliw of ilic* ptople at home* 
Therefore; from what I knoa; of thin eltiKB td prople, take to 

drink they roiitiniio to indidgo in it, iutoreiu'e is iluit the increase in ilic 
duty d«» not prohibit the man from irinkiiig. On the other liiiiici yon 
malce'tlle position of his family worse than before. 

Q^-^Yon propound the theory that all rates of duty Indow lU, 2d are Ion. 

A.— 'If you make it too high all of a Budclen then the man will not find the 
money to drink. But if you do it hy 2 ami 4 annas at a tiincq yon «»rtaiiily 
eiinnot prohibit him. 

Q.'—As it is, Government never makes inereaseK by 2 and 4 annas. 
Duty is always iu multiples of 10 annas per proof gaifoiu 

A, — ^Thafc is exactly the kind of taxation which would ;ioi deter people 
from drinking, hni on the other hamh would affect the family. If your goal 
is prohibition, put on as high a duty as possible. Bni If you are going to 
<b it by instahneiHs, yon are affecting the family and not the man who 
drinks. * 

S *-«My is th^t this sort of prohihiiloit will ineitiaso illicit 

itioM ; ' ‘ ^ ’ , , . ’ • 

' ; do *loi think so. ' ‘ ' ■ | ^ • 

i ' Q.— Most proyinces have come to the eonclusfori thkt illicit dl^lillglioti 
.• has ^ot oompletaly out of hand. 

^^^.^YP'hat about Madras? Would you kindly refer ino to M'acIraBp My 
'rorollcsrtion Is that the Madras report says that this has not lieeii the ease. 

, — gpoaking from memory^ the nuinhor of eases of iilieife clistillationt 

detected has risen to 2,000 a year, froni an extremely small figure. I take 
: this from a report of on© province. The present taxation has overetepped 
; the llipits of the <»nsnm©rs'^' patience^ and illieit dktplatioii is th© result. , 
in Madras ate a- groat leal moro! eayefbl.. Teit know, well 
-.what income w© get and how careful our people are %n detecting this ilMt 
' '‘dirtilaiion. 

Q, — It is getting out of control in Madras? 

A. — ^You must know it; my recollection is that it is not. 

; , , , -Q.-^That, Is my conviction. Take prohibition. Have you studied the 
, experiments in prohibition in other countries? 

A. — have read, something about America. 

."t* Q,«-..Hav6 you studied the olficial statistics? 

A. — ^Tlie jiapers say America has gone dry; I do not know about it. 

Q.— Here are the official statistics for America. The quantity of spirits 
distilled*--under prohibition— is 124,625,633 gallons. The total value of 
illicit liquor seized is Es. 345 lakhs; the total of fines and forfeitures 
153 lakhs; the total sentences of imprisonment 2,781 years; the total cost 
76 crores. 

A.— Is that the story of the temperance reformers? 

Q.— Of the ProhihiLion Commissioner; it costs 76 croros. 

X~~l do not laiow anything akuit the figures. If your figures are 
correct, I do not think this prohibition has been a success in America. I have 
read a great deal in the papers and found a different story there. 

‘ Q . — 1 am very careful in giving only the official statistics on total 
prohibition. 

A. — t' appreciate your argument. I can only say from what I have seen 
* in the papers that prohibition is a great success in America. The figures 
may be correct, ' , ' ^ 
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Q, — 1 am buggestiiig that it lias nob been a great success from tlie iioiut 
of view that it lias doubled and trebled illicit distillation. 

A. — i take it that in India the goal is total iiroliibitioii. Take the case 
of opium. I believe the idea is to gradually prohibit the sale of opium 
altogether. No doubt, we have to x>roceed stei? by stei). 

Q. — May 1 give ajiotber example — it is given in one of the Burmese 
papers. It says that total prohibition of (janja lias failed entirely in Burma, 
The (tonsumption per head of the liiudii xiopulation is 1(5 times as much as 
that of. the Hindu pojndation in British India. That is how ])rohibition has 
worked. Tin's is as regards i/iuija. ^ As regards oxiiuin, they very recently 
made an onepury, and their conclusion is that these conhrmed opium-eaters 
have never improved, and proliibition has had no great effect on them, 

A. — The declared xiolicy of the Government is to eradicate this evil of 
oxiiuin altogether. 

(J, — In siiitc of i>roliibition, this habit is growing. I am asking whether 
you have counted the cost and studied the figures relating to the matter. 

A. — I have not got the same facilities as the Burmese writer Iiad^ with 
regard to smuggling of ojiiuni. There are certain iieople who take jiarticular 
views and they find statistics supporting them in the view that they have 
taken. Statistics can bo used to toll any story. Where a man knows that he 
will not be punished there will be tendency to indulge to a large 3xt6iit; but 
if he feels that he may be detected and punished although he takes to it 
clandestinely, there will bo some restraint on Ins consumption. Is not wiat 
a great gain ? It may be that Government may be losing. 

Q.—Let mo lie (piito clear. T am. not advocating any x>oint of view. 

.1 have only to pnt certain fads and ask your opinion. 

A.- .1 think if tluo'e is any idea of restraint u.pon the man that if ho 
is deieeled he will be exposed and punished, that itself is a great gain. 

Q,- -Would you advocate the emjdoyment of such force, so that every 
consumer when lie takes to drink would be in constant fear of detection? 

A. — It is a question of inquisitorial proceedings that you are thinking 
of. I think that in the case of people who are indulging clandestinely, 
I would not be sorry if you put a large restraint upon their freedom. 

2)r, Faranrpye* Q.— In one province an attemiit was made to stop illicit 
distillation, and there w^as loss of life. 

A. — On the other hand, you find how peaceful iDeoxde are in some other 
Iilaces. Where attemx^ts were made to put up arrack slioiis for sale, the 
lieoi)ie have banded themselves together and made it impossible for the 
arrack-vendor to get any large income. There ivas no comx>laint of violence. 

The Prentletif. Q. — Alay 1 refer you to the fact that eleven Prohibition 
Officers were killed in America? 

A. — I do not think that will take x>lace hero; we arc a mild i)Oox>lc and 
I don^t think that story will be repeated in India. 

<J. — If ill America you find about a do/.en cases of murder, I do not 
know wiiat will baxjpen in a country consisting of ooO milhuns of xwoxile, 
*j’horo will be some violence. Under such eomlitions, how will vou work the 
staff? 

A.-— 1 do not thiidi that we Jieed fear very much from the Hindu 
population. 

Sir Fervy Thomimiu Q. — Do you know that in America outside the ten- 
mile limit there are ships with huge placards put up giving the of 

whisky, beer, etc.? 

A, — ^I do not know anything about it. America has got on wonderfully 
well ; but the figures for some other countries make me hesitate to accept all 
that is said in the x>apors. 

The FresideriT, Q . — ^^Voukl you acceijt this suggestion in regard to the 
vole for prohibition? ^MTnless this action involves some sacrifice on the 
part of the former as well as of the latter (i.e., non-drinkers and drinkers), 
it is undoubtedly a gross interference with the liberty of a minority and 
diflicult to justify.’’ 

A. — ^1'his is carrying the freedom of the individiial too far* Tl|o Govern*- 
mont will have to pi-it »ome restraint in all th^e matters. 



Ci* Yoti tliiiik tlie majority can iiapojso tlib yiifforiiig on iliti miaoiityF 

„]i. ''srifsa dl£i‘, “;,y ‘ d:'S£.;Ttis:,stis, 1 
ri‘,.«sa‘r,e‘‘So,i;,.“'“ ■« a... 5“» 

fSS a«f Srt-te? «t«"d on the .au.o 

not transl'er of propiirty. I'ln- .sanio tiling does 

not apply in tn© cai5© of coiirt-feo«. ^ 

The Mahamjadhlmja Bahadur 0 / Burdmm, q,^^\Xhy vo« njiv ilml 
tomporary settlements lead to iliffereniiatioii ? ‘ ^ ^ 

against these fceniponuy seitleineuts. Under tliese setilemeiits 
regards prices are taken lor tiventy years lictorc a new settle- 

y<-‘‘'y Iwid; great injustice is done i)etwc<'ii district 
and distiiet. 1 shall give for example Tnchuiopoiy district where a sottle- 
nieiit Juis taken place recently. In Trichmopoly district, a part of C'oimba- 
■ ^noo?**'*^**! ““ ui, and in the latter the sottlomeiit was made 

I c d’ “* ,?J'ol““opo>y tlw last settlement tvas in 1894, and so there 
was ao years differenc-e. I hen they take 20 \ eurs’ average price, and 

unsoumf ^'"““'^atoro. I .say it is capricious and 

a''-' “ot against the ryotwari .sy.stem of settle- 
nieiit but you are agaiiiftit ujs temporary nature. 

A.— Yes. 

woi^ds, you want loiig-torni ^iottloiaontB or «|.’iiatsl**|)oriiiaii©iit 
A.-^You ‘ ar# right. 

rt revenue would ytill l>o wimt it can bo mwikimu. 

On© advantage ^in th© temporiiry settlement Ijj that you ©an rale© voui' liiiid 
rovenua from time to tune. If you have this settlemoiit, ’that is^ ryotwari 
sy$t©iiij yotir increments will be few and iar between. Thoreforoj you see 
t^er th© OTasi-permanent system your income will be limited. I m now 
the revenue ’department gives much money for your nation ImiMing depart^ 
iilents to spend. Thoreforoj you will be wiilingj I take it to sacrlloe^.the 
incremoiit of rey^u© in favour of ' a more pernianeni system, oi settlement*, 
IS ihat your laear ^ ' . * - ■ , ; . 

‘ so. Not^Omly idiat^ hut it is' a »f©ty io ith© ■' ,* . ''tr 

ai other wordsj I take ifc^ you are one of those gentlemen who HMuk: 

it ^that a ryotwari eysteni is best as it gives inudi smaller holdings than in 
system, and you are in favour of a quasi-permanent settlement 


'Q.— You approve of a tax on fnietionisation. But don't 
that there is a danger that if you legislate itYnight be construed 
grade step? 

A. — I don*t think there is any such danger. 

Q,— You don't think so, but Mr. Meiiun, the oilier day, ral 
timt it may be a retrograde step in this sense. For agricultui 
ment, it may not be altogether bud to have smaller holdings, 

A. — It is bad for the agricultural development, and I am si 
the laudlioldor lumsolf. If you iiiid one acre divided into five oi 
you only make cultivation, manuring, etc., diMcuIt, and in cvein 
bad. 



out oi‘Tuitil^L\ioii luipi^eii to those i^eoplc who might he tiii-owu 

A.— They might have some other profession and they can invest their 
money in Govenimeiit Promissory Notes or in industries. 

Q.„„Do think that those peopJe can depend upon the interest from 
the Uoverninent Promissory Notes? 

A.”~lV]iy, take tlie ease of a man who has to give ui^ half an acre, it 
will certainly fetch lls, 500, and ho can invest this money and get Ps. SO 


^ IKq Mciharujadhirajii liahadui' of JBurdwan. Q. — Have you got aiiv 
idea as to the limit of Iractionisation? What do you think, fractionisation 
below 1 acre or 2 acres should be stoiiped? 

1 MadraSj I will put one acre as the unit, bevond which there 

should be no fractionisation. 

Hr. Faranjpfje. Q.—If it is rice laud? 

A.— I see you are considering the dry croiis also. Even in the rice lands 
.1 think one acre will be quite all right. I tliiuk it is fairly a good limit. 

Sir Percy Thonyifson. Q. — ^What is your general view about export 
duties. Do you think they should be imposed on raw materials, such as 
jute, etc. ? 

A.~I would have no duty upon purely raw materials which are to be 
turned into finished articles in India, lb must he encouraged. No doubt, 
there was a feeling when 1 -was in the Fiscal Commission, that 'we must put 
an import duty upon raw materials^J, because the desire was that they should 
be kept in the country to compel the people to make here the Bnislied 
aii>iei€*s. 

Q-^ — ^What is that you are speaking of, exi>ort duty or import duty? 
You mean on goods that are produced in India and sent out to other countries, 
you would put an export duty? 

A. — I am against it. 

Q. — ^What is your opinion? You are in favour of export duty, that is, 
you w'ould put a duty on the manufactured articles? 


Q. — ^Is that not discouraging industry in this country? 

A. — don^t think so, .It is on a different footing when comiiared with 
the raw materials. 

^ Hr. Pamnjpye, Q. say you would i>uL a duty on the inauiifactured 

articles made in India? 

, ' A, — ^Yes. 

Q. ^But you wonH pub it on the raw materials? 

A.*— I am anxious that the raw materials should be here, so that they 
may be made into finhhed articles. Wlicii 1. was in the Fiscal Commission, 1 
Jiad taken the view’ tiiab as far as x>ossiblc you must jiut an export duty upon 
the raw imitenals, so tliab you will compel the people to make the finished 
articles, but in certain cases you have not gob facilities for manufac- 
liue j in the circumstances, 1 think it is desiral)ie that they nia.v be scut out, 
so that they may come here as the linisiied articles. I do not want that the 
producer should thereby be daiimified. If you put a duty on the produce, 
the result is that he won’t send it out, and there will be no encouragement 
to turn it into the linisiied articles. 

Hr. I£ydc)\ (J,— What inducement w^ould there bo to the manufacturer 
in this country? 

A.^If you put a small export duty, I don’t think that it would in any 
way afreet an artisan for example. 



Q. — ^You will he restricting lus iinu’keLs. 

A,— Ta some extentj no doubt. 

<,).-■ -Take the ohs <3 of Boiid)aY mill-owners, if you pni u small exp<n't duly 
on the export of cotton doth or yarn, it will hiniply ineau that the com- 
petition already existing with Japan, etc., wil!^ increase still more and ilierehy 
the hulian manufacturers will ho losiiig their markets, due to yonr own 
action. 

A.“dn the instanee you put, would not the coii^umcr he hendited? 

'rhereforc you are hxyking at it. from the point of view of the 
consumer F 

I ivm <mly speaking from the ccmsunier's point o,l view, 
you conceuirate on the consumer, what will hapiwn iu the ease 
of the j)rodncer? 

— It is not a (question of losing hut a of his not making a 

largo profit. 

Q,___Have you heard any instaneo of a ctmiury where the export duly 
is levied on the articles produced iu their own <M>untriesF 

A. — 1 think there is in France. 

h'lv Percy Tliuittjhstm, Q, — 1 suggest it is impossihie to liave a monop<»ly 
of manufactured articles. 

A.--! think the (lovermnenL of the day ilocs put <luty on ctnlain indus- 
tries siu-h as matches, etc. 

Q.— No. Thai in a State iiulusiry. There is no tlitiy if matches are 
exported. 

d. ' A.-^l think ilnu’c is. I am not in 
On the whole, in the case of cotton clot 1 
i‘xpori duty. Iwcause it would retain ih 
the comsiimers will got ftir clieuptu* ttoih, 

The ^[aharajadhiraju Hahnhtr of 1 
if you put an export duty on your inaniif) 

Indians— buying the material which you 
they will buy the articles that are broug 
Ife certainly cheaper? if you put on an 
. igtjhrpadj and yodr people ^ will not cons 
^ indruitry you US'?# wiB soon die* ■ 


poHitiou giv€) you an insliiin^cx 
J am \n favour of putting on the 
articles iu this country and tlnw 





A. — I think, on the whole, the consumer will ho benofitecl greatly by snch 

a tax. 

Q.— -Yon are iix favour of excise duty on cotton? 

A. — As it helped the liainhlooiin weavex*, I suggested its retenfcioxi oaco: 
but as it was levied to placate ^Manchester and retained for that purpose, 
I am against its continuation. 


Mr. S. BUBBABAMA AYYAR,M.A., Dipl. Boon., Senior lecturer 
in Economies, Tlie Madras Cliristian College, was next examined. 


Written memorandnin ■ of Mr. Subbamma Ayyar. - 

I -wish to confine myself in this moniorandinn to the Idllowing points 
raised in the Questionnaire of the Taxation Committee: — 

(I) What is the best method of ascertaining^ the national wealth and 
inconio of the population in India, and what is its ini])ortaneo in genera* 
and for ascertaining the incidence of taxation in ixarticular? 

(II) Are the present sources of non-tax revenue, e,g., land revenue, 
including irrigation cess, mining royalty and forest i*ovenue — collected in 
accordance with economic principles? 

(III) What improvements can Ixe effected in the case of our present 

sources of tax revenue, income-tax, taxes on commodities such as 

salt, alcohol, opium and hemp drugs, customs duties, and taxes on txainsac- 
tions fetss and licenses? Is it feasible in India to impose an excise duty 
on tobacco, inheritance or succession duties, a poll tax, a tax on entertain- 
ments, on business profits, capital stock of corporations, einjxloyers of labour, 
and transactions in capital and exchange — taxes vdiieh are not at present 
Jeviod in India, }>nt levied in other countries? 

. iiow far should Qie monopolized industrial production by the 

btate such as the Railway, Posts and Telegraphs and other social mono- 
polies be utilized fis sources of taxation? 



The importance of well-organised public statistics has been recognised 
in Western countries, and thanks to the efforts of professors and students 
public associations like the Royal Statistical Society and 
the British 'Association, and the work of State Departments, the ‘infor- 
mation we have of the economic and social life of the peoples of those coun- 
tries is remarkable. But in India professors of the Western type are few 
and far between, and^ even the few, till recently, took little or no interest 
in social and economic investigation ; public organizations are conspicuous 
by their absence; and the whole work, devolving entirely on the State, 
lias been so far carried out in a most hajiliazard and unsatisfactory way. 
I agree with the criticism of the Committee (Annexure A) that the present 
statistics collected and puldished by the Government as regards agricultural 
production, industry and commerce are more or less unreliable, but the 
remedy is not to discontinue tliem hut to extend the operations. For a 
long time to come, the State alone can adequately perform this duty, and 
with this end the Statistical Department must he strengthened somewhat 
on the lines of the Bombay Labour Office, which may seek the honorary 
assistance of professors and students of our universities as .well as of the 
members of the public who take interest in such matters. The depart- 
ment concerned may proceed along the present lines of collecting the 
agricultural, industrial and commercial statistics, with a better trained 
staff and a more widespread organization keeping itself in close touch 
with the Collector of the District and the land revenue staff in the villages. 
Some sort of compulsory legislation might be necessary at an advanced 
stage of departmental organization. 

The importance of reliable statistics as regards the wealth and income 
of population as well as of national welfare generally can hardly be 
overestimated. In these days when the old theory that the sole functions 
of the Btate are to ward off external attack^ keep internal peace and en- 
force contract has been blown up and when there is an increasing demand 
for communal expenditure to be borne by the State for ^nation’ building 
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aemc^s, tlie Qo’rernmeEt aiicl tlie public miifii arm tlienifielv'cs witli a 
IcnowledQe of facts before it conlcl proeoecl to allooato its airailable resources 
in the best possible manner. 

Tbe pr^ent OBtimate of national wealtb and income tliat w© liav© 
(Annexnre B) ..based on tbe available statistics does not represent tlie «iio1e 
trntli and nothing -but the tnitb. Tbe se^^eral estimates in tbe list vary 
so widely from Bs. 16.5 to Bs. 116 per bead per year, but at tbe same 
time tbey may be taken^^ as a fair Indication of tbe relative poverty of 
India. (To add to tbe .list I may be permitted to refer to tbe result of 
an intensive inquiry into the income of a typical paddv area, comparatively 
fertile and prosperous, in a village in Cbcbin, on tbe West Coast. T found 
mm tbe average ^animal Income per family was Bs. 167 or taking 4' toem« 
bers per family it was almut Bs. 42 ner head. Tbe average net Income 
from agncnltnro was^46 per cent of tbe total, while incliistries incbidiiig 
eooly labour, professional and commercial services represented tbe rest. 
I>r. Slater’s estimate, therefore, of non-agncnltural income as being about 
50 per cent of that from agriculture is thus confirmed.) 

Tbe best method of estinmting tbe national income in Tndia is to 
take tlie viiluo of the net agricultural produce based on the area and crop 
yields 111 tbe several provinces — it being understood that they are to l>e 
collected more leliably than at^ iirescmt — and so far as rural areas are 
concerned to take tbo non-agricultural income as a certain oorcentage 
ol the agricnltural as arrived at by iniynsive inquiries into llie income 
or a row typical villages or wider areas in all tbo provinces. Cities mav, 
on the whole, b© taken senaratelv. wbme provision might bo mad© on tbe 
hues m Bombay to , collect the statistir^s of production and income, 

. estimates are useful not only for eomparijson with past cistiraaMs 

fpr, tb© 'sam© ooiuntry or wntomporary estimate for other countries, but 
JO note the general incidence of ^taxation as well. For, inequalillw of 
in<»me are not very great in India and the standard of life betweep fbo 
rich, middle and poor classes is not markedly dissimilar: tbe p€>fconfcags 
of revenue per head on tbo income may be taken as fairly indicating the 
general pressure of taxation, ^foreover, India is pf©«©ininentiy a country 
whore tlie scale of exj>encliture of tbe Btato sboukl be based on probabf© 
income rather than raise a revenue to moot a pro-<letermined and necessary 
expenditure. 

’ average ineom© and the average incidence of taxation, .like tbe 

avwge Imts, • do not' it in with tbe conditions of , apy on© , Individual. 
Fot the'' purpose of noting tbe detailed inctdebce Of taxation, tbe popu- 
lation of a province or contiguous economic area where condition.^ oF 
life are not very dissimilar mav be divided into the rich, middle and pom- 
classy and out of a few reoresentativc family budgets in eacli class it 
may be possible to ascertain tbe amount that a‘ particular class cotitrilmtcs 


' 'I IT.* — Non-tax Beawijr, 

iMtid Bsimw-uc.—- The (juestion wliotber land rovenno is a rent, or a 
tax IS now one of purely academic intm-esi. I'bc dcfiniiion of a tax or 
iH well known to students of economics. A tax mav bci defined 
slightly modifying the definition given by Prof. Bastable, as the compulsory 
wntribution of the wealth of a person or body, of persons for tbe servic^i 
of the public powers, provided, as applied to production, it is apportioned 
to tne^ net income that actually is earned. Tiio latter (lualifieation, bow- 
strictiv applicable to indirect taxes on commodities, tbo aim 
ot which IS avowedly to make the poor wlio cannot be toiuhed by anv 
dir«t tax to contribute to the public purse; but even in this case the 
to pay IS ^to. some extent measured by 'the spending pow’er of the 
.individual. Rent m the econoniic sense as applied to agricultural land 
IS. the value or the difrerenee m the produce of one field over another 
whose normal cost of cultivation including seeds is equal to the price ruiiim 
mMm market. And rents are supposed to bo apportioned not on wdiat is 
actually earned but on whst is sunposod to be earned by an individna.1 
of nonnal abrlity*, The Indian land revenue is a tax m so far as it is 
a compulsory contHbution of tbe w^ealtb of tbo landed proprietor for the 
powers, but it is noi a tax in go far a.s it- is not 
xncome that as earned hy the individual 

what an individual of normal ability is suppos^^d 
to get as his net mcom© m a particular district. At the timi the 








li.wl to ooatond with the large inereaKo in tlie pih’O of iiiitiorted uriich's 
iVo^’rr'^In ottMi the ease, tlie eultivator 1ms reccivesi ndvanoo^ 

loi Ills niaint^ance imd for seed, renayahle in grain after the Iiarvost 
S 'ZTiT the ’grai,- repaid henefds the mouelTudo,’ 

te^Kon ag>'‘c«l<^uri!^fc ‘"Iio has little surplus produce 

produces nsjuld, in so far as L mihUa ,s 
11 ^ produco, bo uiiulfected by a rise in the jn-ite of food-stu'fs 
of^the rrWciL'tl® o'‘'y » H'ofit to sot against the rise in the cost 

mnti^ huy. Farin-servauts and field labourers, esti- 

mated at over 41 imlhons, would ordinarilv stnnd to lose liv a rise hi 

T Irivo 'ti the actual figures in the above ninv not be acenraie 

LMciall? f^d stuft* It no/''"® "h ^ Pioduee-iuoro 

<*nterHm oconoiuiv prospmty for the vjtsi 
iwinTiA^ ot our r.vot« and m not a sign of iiuTea.sod caparitv to pav land 
le-veniie. Ct 18 not true, Innvever, to assert that tin* I'olloVtion tii' 

ueniai on tiic icsettienient oi a district due to the rouLdi and 

emi>loyed hy the subordinates ot the Settlement Department in clas^itVi ny 

the. soil and applying the empirical rates. Sufliee t to sav tlmt- H^ 

uf the coiintrr aetiiallv i ^utditional cess whenever the finanees 

“ TSrF>*. .,a,,sr;“ 

i't? if tod!''”" 

irg 

to .spend a fair nortion of’ihA ^ State has a clear duty 

land: At tho L.rtiZ improvement o'f 





HI. — Tax 3IEVEXUK. 

1, Invo)nc4ax. 

nd incidence of iiicointi-lax bliould I 
^ ratob, (2) the hubfsLstoiiee luiiiiniiui 
istiiu'tiou hetween iiicoincvs, i.e., wli 
tilized to .sup[)()rt a iarge or ttOJalJ 
.should* ho made on au an mud or 

am of f)}>inion that the ])rebeijt rat 
>a\\v and .slioiild not ho enitanee 
ain are except ioual, and there 
o eountry that they tend to impai 


The principles a 
reterence to (1) the 
exempted, (rS) the d 
nnearned, whether u 
whether the cliarges 

(1) Bates . — I 
ill India are fairly lie; 
iiigh rates in Gj-eat JJriti 
gchieral teeiing in th 
tlie State. 

(2) Suhsistenve //rdi/aima.— The canon of ociir 
down that the inininnnn of suhsistoneo should ho ex 
liie present niiiinmim of Ihs. 2,000 is eousiclered hv 
the pnuciiile of miuiiniiin suhsistoneo is aceeptetl 
objection to reduce it to .say, l?s. 1,000, a.s it is j 

average middle class family ii 
of all India. 1 liave heard that the administrativ 
are great, if tiie lower rate of ininiiniiin is ado 
collection amounts to alioiit 20 per cent, })ut the net 
IS not unwelcome. 

(d) It is not necessary to discriminate het\ 
earned incomes ior the following reasons; (1) Tb 
/Sv S stocks and shares ai 

\2) buch a distinction may tend to disc*oura<^e 


.t\gain, tne distinction between the 
m some Western countries, is not new 
whether he earns or not is en cumbered 
impossible to aseertaija year after 
by a given income in a familv, T 
necessary in the ca.se of divided' and 
ing on the question of social rofoiiu, 
respected, and iF a person co 
a tax in a “joint family^’ 

.(4) As regards the per 
tinetion, Salaries of ofliciah 
and all others whose income 
on an annual basis; in the ... 

the asse.ssment may %veil be on a three 
tkms in their income are not xinknow* 
Lastly, agricultural incomes may 
national revenues. The minimum oi* e: 
figure, say, Hs. 3,000, In ealcuiating 
oi the income in kind should be m 
purpose of Government assessment. The 


we 'find, 
iinee every l» 0 |ly' 
Although ' it is 
tO'.' .be .supported 
is possible and 

- Without enter- 

the feelings of a tax-payer must be 
0 that his is the only income liable 
light be charged at a low^er rate. 

think it is pos.sib]e to make a clis- 
rninent and private bodies 
r .steady, might be cliargecl 
men, traders, lawyers, etc.. 
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.It is <*lour from tiie nhove tn})Io that though the nunihers of shops 
have been steadily j-educed during tlio last decade, the total eoiisumption 
and the consumption per 100 of the population have remained nearly the 
same, though the total revenue and incidence per gallon have nearly 
doubled themselves. To say that the average consumption would have 
increased, instead of remaining stationary as at present, hut for the res- 
trictive measures adopted by Government, is to misunderstand tlie position, 
for the quantity drunk and the numbers that drink are not regulated by 
the price but f)y the habif. Moreover, this duty presses very heavily on 
the i)oor classes who are least able to bear it. 

But is alcoholic drink such an evil that its consumption should be 
cheeked by the State? Opinion seems to be divided on the subject. There 
is a complaint that the iutellectuai classes in, India (teetotalers themselves), 
who take such a prominent part in temperance reform, are out of toueli 
with the needs of the labouring classes to whom, after a hard day’s 'work, 
alcoholic drink is a wholesome necessity. Expert medical opinion is not 
unanimous. Though the majority seems to hold that alcoholic drink is not 
only not necessary, hut positively injurious to the human system, a few are of 
the opinion that, if taken in moderation, it is aii excellent restorer and nerve- 
huilder. One would think, however, that the re.stilts of drunkenness must 
form the final test. Drink in moderation is an impossihlity, especially for 
the masse.s whose mental capacity and will-power are not at all sufficient 
to discriminate hetweon moderate and excessive drinking. Excessive drink 
ruins the self-respect aiu] impairs the elficiency of the drinker as well as 
tliai of the future generation. 

'fhe State must therefore aim at total prohibition and make a heghi- 
ning hy })ushii\g forward vigorously and ' ^ 

To make good the loss, I agree with D 
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a necessary expeniiture, and even if the stamp duty puts a restraint on 
t!io act, which, however, it does not at present, there is no serious objection 
as it may induco ihe borrower to put off, if possible, ilie taking of a loan. 
Again, in the case of landed })roperty, most transactions arc among the 
.moneyed middle classes who spetndato on laud purchase or mortgage on 
grounds oilier than for getting the largest return from the productive 
investment in land and thus adding to the social utility. 

Taxes on judicial proceedings in the shape of stamps and fees should, 
on the other hand, he so limited as just to pay for the cost of the courts. 
Indeed tlie present high rate has been defended hy sonie on the ground that 
it ivUl act as ii deterrent to the j^verage Indian who is rejircNsented as being 
litigious in spix’it. I am convinced, however, that resort to a court of law 
is not in the generality of cases a pleasure but a necessity. "^Vliat cannot 
)>o settled among parties by appeal to reason or good faith is asked to be 
decided by an officer of the State. Aloroover, many ixoiiits in connection 
with Stato-inado ]awS“*-~t]io existence of which is a new feature of the 
liritish judicial adiniii’slration — are so comnreheusive or incomprehensive 
that the average man who is affected by them must be pardoned if he 
resorts to a competent court of law for their interpretation. It is not 
benefit that the States is rendering hy administering justice oi* enforcing 
the fulfiiiiieiit of contract, but one of its fundamental functions. Moreovei*, 
resort to a court of law does not indicate anv ability to luiv on the part 
of the litigant. 

Tlie We of registration fee^ is slightly different. Though here also the 
State is called on to 1 ‘ender a service to the party from whom it can 
ieiritnnately demand only the bare cost, the parties can afford to pay a 
higher suin as the act of registration, unlike the proceedings in a court 
or law IS simple and does not demand the expert assistance of lawyers and 
others who collect such an enormous toll from the litigant population. 

Enterfahimenfs in India are not amusements in the conventional sense, 
but in many cases are forms of dissenijnation of Hlindu culture and folklore; 
tlieir educative effect is really great in areas where the inhabitants do not 
know liow to read and write, A central or provincial tax is likely to prove 
knowledge and culture. There is no objection, however, in 
utilizing them Judiciously as a soiu'ce of local taxation in our cities. 

^ Inheritance or mccession chities^^-Jn the event of new sources of tax- 
ation being required to repkeo old oucj that may be eonrlemned, duties on 
inheritance or succession may be considered. Since the bulk of property in 
India that will cliange hands at dcatli is likely to he land, there is an 
additional argument in its favour, if my proposal for doing awav with 
periodical reassessment of land is accepted, viz., that at the end of each 
generation the capital value of land will be subjected to an additional 
taxation. As the landed property does not change hands in this way in 
the case of the Hindu joint family, either a periodical levy might be 
attempted or the tax might ho applied to the share of the deceasTed. 


saving or load to the break-up of such properties. ’Economically, howevm* 
something is to be said in favour of discouraging eoneentration* of land in 
single hands. ^ Smaller properties must certainly he exemoted and the value 
might tentatively bo put at Hs. 5,000. The principle of graduation based 
on the size of the estate leit is superior from the point of view of tlie 
exchequer and can be tried in the case of joint or undivided families But 
m other eases the graduation based on the degree of relationship of those 
who inherit the property to testator and with the amount inherited by 
each mdividua heir seems to be more equitable, since allowance may be 
made in the latter case to the size of the family. As regards succession the 
rates should be lower tlian in the case of inheritance through testament 
or lack of direct heirs. 

Taxes on inheritance ought to be levied at unchanging rates as far as 
order to secure equality in the distribution of their burden 
.Dithculties do not seem to be great in India to make the Provincial Goveim- 
nieiiis responsible for their administration, because in most parts of India 
inheriianeo or succession does not pass beyond district or at most provincial 
limits; in cases where they do, it may he worth while to make some arram^e- 
ment between the provmceB affected. The ■ advantage is that the existmg 
land mvenue staff may be utilized for its eolleetion: 
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Ah regard mies, a flat nito, as in Enghuicl, is oyt advisa!»k\ h 
Bmidi model based ou the numbers of males in tlio familv seems 
heifer, es ihe latter fakes into aceonut the size ef tlie fahdi\\ 

_ A chief administraiivo difSctilty ^\ill he for the State in aseertjj 
exact value of the property left. Tlie principal forms of ^\ealtli iu 
India are (1) laud and buildings, (2) jewellery and vessels for famii 
(d) hoards, and (4) money transactions. The first and the last are eoi 
tively easily assessable, but the value of the others is not so ej 
defceiinme. ^ Open dwlaration by the parties seems to be the only t% 
^ome evasion and fraud are inevitable, but in this defect these'dnf 


Jjtiktij sermces iiml /oxofhm .---Monopolized industrial i 
State may take Uvn forms— iU Production of ordinary 
matchc^., tobacco, etc,, which can li^e effi^ctivelv prot 
petitive eonditionsj but which are monopolized by the Stai 
or coileirting taxation; (2) direct management or* control of 
.^ich as the utility services like the Bailway, the IWs 
lehnmones, etc., which are from their very nature im 
worked under competition, or too dangeriHiN u> ho left 
])rivate monopolies. 

In the first ease the aim is <‘iearly to raise taxes in 

u n/Tnf nnm' I '• therefore, I 

mil not oiiI> hnng a bare return on the <*apital iiivestet 

more I he arti{*les seU^eted shouhl he MU'h that the HUii* 
an eflectivtdy proilucing agent; otherwise the loss to the (‘o 
to la* measured more than by the amount of the tax 

TO^aminv monopoly nU revenue as in fk 

mwiopdte, blit the roayiiiwd t-anoiw ef taxation should t 

nnnr t. 1 .u ^ 'V’?' sovpriiv or res 

**' ***?“l'^ iniimir the faeultv of the tax 
(.alt and alcohol, explosives and piaving cards liiight lie tiei 

caw of the puhlic ntilitv seiTices like the Kailu-i 

r t>‘c.v .■over The i^lst oi 

tiixftVion I'f ol'cjetioii ill iitiliniiig thei 

taxation, when necessary, providtxl the rates are k<Tt -iV 

rsf "* ^ s. 

CoKCntJBJON, 

of JLom? I have merely made an attempt U 

f- on ■wme items of taxation iii ri^f 

piospective. My contusions may ho summarized as ellln 







(8) Customs duties should be nnposed on all articles rather than a 
tew, With due discrimination m the rates. There is greater scope for the 
imposition ot revenue export duties than are at present levied in India. 

(9) The present taxes on transactions may he continued except the 
stamp duties on judicial proceedings which should he so limited as mst U 
pay for the cost ot the courts. 

(10) Entertainments are not to be taxdd, 

(11) An inheritance «or succession duty is permissible. 

(12) The utirty services, ' like 'the Kaihvay, may he utilized judiciouslv 

as sources of taxation. • 

Whatever may be the financial effects of these proposals which are, 
however, equally important lor the statesman to consider, the economist 
can only point out that (1) the sources of taxation in India are few, and 
(z) no considerable amount can be raised under any of the items without 
nnpairing the efficiency or the faculty of the vast majority of the population 
in India who are poor, and that therefore, (1) the expenses of the State 
civil and nuhtary, should be kept down rigorously, and (2) the several 
functions that are now being centralized and iierformed by the officials 
ol the State should be liaiuled over tn idlUio-P 


Mr. Su1>baras3aa Ayyar gave oral evidence as follows 

Dr, Hycler, Q. — I - - 

land revenue is a tax in so far as it k 
wealth of the landed proprietor for the 
it is not a tax in so far as it is not ap 
that is earned by the individual proprietwa. a.xvvv viu ^ 

Is not land revenue really a certain portion of the net 
Government, as^ the owner of the property, ane 
income. What is the precise point of the distinction? 

•A. — The main distinction is between land 
In the case of income-tax, vou 


J. do not understand your statement that ''the Indian 
as it is a compulsory contribution of the 
-- — service of the public powers, but 
not apportioned to the actual net income 
proprietor.” How do you make that out? 

income from land? 
taking a portion of the 


revenue and ineome-tax:. 
, _ -1 , 1 --- ascertain what exactly is the income that a 

person has earned and you proceed to assess him on that basis. But in the, 
case ot land revenue, without ascertaining what he actually earns or has 
earned, you simply have a rough idea of what he is likely to earn and impose 
a tax on that basis. * 

The Preskleiit. Q. — Don^t you consider that, inasmuch as land is the 
source or production, a person to whose charge it is entrusted has a dutv to 
the rest? ' 

A.—That is another question altogether. For instance, in one year he 
him capable and may have done hi.s best, but nature may have failed 

().— Is iiot the basis of land revenue just the same in the most advanced 
countries, viz., that the person in eluirge of the land lias a duty io produce? 

A.— The idea is soinetliing different. This distinction between a tax and 
rent is made by Prof. I^FarshalL 

Hr. Uyder, Q.~^Wliat is the distinction made by Prof. Marshall? 

^ A. In the cuvse of a tax, it is based on the income actually earned but 
in the case of rent, on what may be earned by an individual of normal ability. 

Q.-“You do not believe in compelling people to cultivate by taxation? 
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India, 

Q. Is it not desirable to have the sa 
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others. 

Q.— Would you agree that there ivo' 
assossTiHMit between a district settled ym 

A.-*— Yes. 
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W." -AS regards irrigation, 1 understand i-ou to say that 

Government. 

On the othei hand, you say that it is the duty of Government to look at the 
fi?iotlier point of view. I supimse yon mean tluit Government 
should develop irrigation schemes? 

... ^,."-*-¥ 6 $. , ■ ■ , .. . 

that, your idea is that Goveriiineut should run these concerns 
even it they cannot pay? 

A. Is ot necessarily, j he aim must be to gel the cost, ljui in some cases 
it may not be possible. 

Q.—'Supposing there are two schemes — one wliich can nav th<‘ (‘osl, 
and another which cannot Yon ^y that in the first case Government should 
y get what lb costs them. But if the cultiYator benolits much TimrA 
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. Q- lirst of fill, you think that agricultufal incomes might he taxed? 

f A* — -Yos. 

» “• — ■>* ...J well 

A.— Yes, 

q.-On aliat grounds do you justdy a tax on agricultural incomes? 

A. *un ahihty to pay for tbe needs of the State. 

s SirnS’S ® 
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5 , Dr. Duller . Q.— Have you many such people in the Presidency? 

■ ’ A.— That is a matter for the administrators to work out. 

Sir PoKi/ Thompsoii. Q.— K comes t„ this ..ih.,t you' want the 

revenue system graduated like income-tax. " ^ ^ 

A. --Yob. 

Q.— Don’t you think the result of that will be to mliico the viei.I of 
Srifio”'?'"''" You would exempt the smaller ryots who^nm to 

.„d “ ?£r,?'ksLr“ ”* ■“'”<> *» 

5 Li "No, What 1 said was that the increased needs of the Stale nr 
die increased i>rice ol agricultural iiroduco should not be made au exm,^l 
, for increasing the burden of land revenue on the poor rd, but it shouM 
' fall on, those whoso shoulders -arc broatl enough to bear it viz bifr movi, 
dars.i All ^yots^ will continue to pay land revenue more or Icis on'’a permSent 
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to i><iy l^iid levciiUG ciiid auy oiiiiaiicomont m coss©s. Wiion you th© 

land revenue on Jaiidlorcis, the burden goes on to the tenants How do 
you meet that? . 

A, Iheie is that possibility, but you would tax them only aftoi’ you 
ask them to declare their incomes, so that they may not have the tendency 
especially if the tax is not heavy, to pass it on. If the pressure is y^yy 
great, he will try to distribute it, 

Q.— You said that there was no provision to protect the tenants. 

A. — Only in ryotwari areas. 

Sir Percy Thompson. Q,— -Isn't there this difficulty about the three 
years^ aycrage: that a man who made a Joss throughout the year may have 
to i>ay income-tax on profits made three years ago? 

A, — I think I said that the rates should be settled on the basis of the 
nieome eariied, e.g., in ttie second year it will l)e a less amount, in the first 
year more. The man will then get some relief in the income-tax. 

Q.— Supimse a man made Es. 1,00,000 in year 1, Es. 50,000 in year 2 and 
nothing in year 3, but lost Es. 50,000 in year 4. In year 3, he will bo 
charged on the average of the total of Es. 1,00,000, Es. 50,000 and no rupees, 
111 year 4, wlien he actually made a loss, would it not be difficult for him to 
pay income-tax? 

A.--— I think some 'vision should bo made for that. 

Dr, Paranjpijc. Q. — If he has to make provision for that, would it not 
be better to pay income-tax immediately after earning the income? 

A. — 1 merely put it in that w'ay, so that firms who make no profit in the 
course of three years may get some relief. I am not very keen on it. 

Sir Percy Thompson, Q.— Tn England they had the three years’ average 
system: in response to pressure lirought by the commereiid community, 
the Eoyal Commission that sat in 1919 reported in favour of the adophion of 
the iirovious year's income. Do you agree to that? 

A. — Yes. 

The Preshienf. Q.>— AV.ith regard to excise you say; “The State policy is 
sometimes summed up in the formula: ^Maximum revenue with miniinum 
consumxition’. The economic fallacy behind it is that drink, when ib 
becomes a habit, as it does among the classes addicted to it, is an article of 
comparatively inelastic demand”; and yon give a tabic of statistics. Have 
you brought your table uxi to date? 

A. — That was what was available to me. ' 

Q. — Fioni the latest figures we have got, I find that the number oi 
shops has been reduced from 6,008 to 5,917; the consumption in thousands 
of proof-gallons which stood in your table at 1,728 has since been reduced to 
1,528. Is there not a good deal of difference? 

A. — Xo; I don't tliiuk there is. When you leduce the number of shops, 
you are aiming at prohi])itiou ; there less facilities provided. 

Dr. Jlyder, Q . — Is it your view' Unit the demand for liquor is absolutely 
inelastic? 

A. — ^Yes; more or less. 

Q , — Whatever changes may take place in prices, they can have 3io 
effect on the quantity consumed. Is that your view? 

A. — It will depend on the individuals. But as a rule, that is my 
oi>inion. I just enquired from one or two persons who are addicted to 
drink, and they say that nothing will stop their drink if the shop is there. 

The President, Q , — If the shop is not there? 

■A. — ^He will not drink. 

Q, — Ho will make tlrink for liiniself if he has got the habit. 

A. — But tiio poorer classes may not have the facilities. 

Q. — ^Has it not been said that everybody has got a beer tap in his 
backyard ? 

A. — That may be. But generally the owner is an agriculturist and he 
,may not. permit that. Because most of -the people who drink Belong to 
the depressed classes. / ■ ■ • 









^’^2 Q. Do you thittk tliat the owner will 

efery tree? 

take great earn to see that it i« not clone, 
may he (ijmeulty in the ease ot the pmsent geueraiion. I 
But onee the i^tato declares lor total prohibition, F think 
mtnre success. 

The PreBide-ni Q.^May J invite your attention to 
avei age mini her ot eases ot illicit cHstiiiation for the i 
ending 1921 was 1,435 and for 1922-23 it ivas 2,001 as a 
ot iacilitws and increase of prices, and ft has been dec 
tno pif^vinees that illicit prodnc*tion is out of c'ontrol ? 

A,— As I just now said, it may bo a dilfieult problem 
preset genej‘aiion, ^ I do not deny tliat. 3hifc my wliolo p. 
want total proiiilntion at all— of course tliat is quite a 
apart irom the question of taxation—cortainiy, tlio only i 
is to aim at total prohibition. That is, if you want to 
aabit, you must have total prolubition as "ronr goal 
be brought about all of a sudden. 

Q* But can you say so as a result of the study of iho < 
other (roim tries? 

A.— So is tlie case with regard to other laws. TJie 
tiiolt and there are so many Imvs against various other hi 


seem 


A. -But there is one thing. .Looking at it from the (»oint of view of 
taxation oidy, quite apart from ihc general question of clrunkenness, it fails 
very heavily upon the poorer classes of the popuia:tion who aro the leasl 
able to bear it. There may he a reduction in the quantity of drink. If 
you aim at total prohibition the revenue also must go. 

(L — But the consumption would continue, though tlie revenue goes. 

A, — The elieet of laiv on persons might be .su<‘h that vou enn cffcci some 
improvement. 

■ Q.-wWould you make good the loss of revenue by .(twying a faiipcr-tax 
on land ^revenue and a x>iwincial surcharge on income-tax'? 

■ ; 

Q..“— Supposing this is done as a result of voting : would vou be prepared 
; to pay any additional taxation yourself for the enforcement "of vour onimViO 
, on ^ 

t|;; :I do not see any why I ■ should not* 





lint you have 3)roposed a siiper-tax. Will it fall on the eonmuinitv 
wlio are most ajixion.s to l)ririg in prohibition? ^ 

as tobacco, for instance, will fall on the poorest, class 

y.— You think the ryot would be ready to bear the burden of a 
tax on land rerenue. It would mean almost double the land rerenne. ^ 

abov^ ^ “ limit— those who pay a kisi of Es. 100 and 

Q.— Have you studied the nunil)er of people who pay a kisi of Us. 100}' 

would’i^^my L?nf no do4r" ““ 

Q. ■■ So what wonld you do foi* the rest? 

direct;;?fndirect‘taxel 

i'Obacoo? Y<m pr(>])ose an (‘xei.s (3 and you sav ‘^The 

bU t r tobacco when it is 

iimW * by the probibitioii of wholesale and retail sale except 

under a license.” Ho you think it will be praeticableP ^ 

A. — I think it will be. 

Q, .Llave you estimated the inxifit x^mi imnM rhjuM'x-n r.j d 


as Cochin ""orTravaiS^ Presidency would secure as large a revenue 

^ A.— Of course, you can get a Jot froiii tiie West Coast In nnclnhi fnv 

instance, you get _ lakhs from tobacco alone. In other parts of^ 
Presidency the bin is the most comniou form in which tobacco \s consumed 

pui poses It IS bettei to impose import dutias on all articles rather than 
ooiuparatively easy to collect them at the ports without 
ojKfnm^f Staff”. The best instance of a country which has 

castoms for revomie purposes alone is England. But now England has a tariff 
duty on very few articles indeed, like “alcohol, tea, coffeor etc Js it ni 
rather harassing to have every little article subject to customs duty.? 

■ commodities that are imported into our country are not «'i 

universally consumed by all classes. We have very few fommodite o 
that typo which are consumed in all parts of the^ country in the same 
Sfv\®v'thi \®uhllk like the mill-cloth, for instance, consumed 

ontyLil^umed bflhotS;:^^^ commodities like that are 

oi.f,-rSv7”^ be you may nob got tlio I'OA'enuo you require bv iaxiiig a few 

aiticlck. But .surely it you can gel your revenue from a few" articlef which 
are lu oomiuou coirsumptiou, fcUore is miu.Ii les. friction than if voiT a 4 to 
tax every Miiidry article (*<>ming into the country. ‘ 

(No aaswer.) 

Q.— 1 11 regard to export duties, Avould you aecenb the nronn^iltJnti n- 
ff. clidy on commodities nnlLs they are'' in 


11 you can put an export 


ilirma 



, say that the deiimnd for Indian raw laoteriak and foocl-Btuffa 

w ao great. Have yon in mind any other commodities to which an export 
dnfcy. might b© applied-? . . ■ ■ - , 

A.—I think a small ditty may be imposed on hides. There is one 
already, of coarse. Then there is raw cotton. 

Q.-— Is there a demand for Indian raw cotton? 

A. — ^¥©s, 

Q.— In normal times, do you think that if you put an export duty on 
cotton, it would not affect the export? 

A. — If it does, the State might rtwmke the d^ty. It depends upon the 
circumstances. The foreign demand for our commodities must be taken into 
account in imposing the duty. 

Q. — It will be rather disturbing if these duties are io be varied every now 
and then. 

A. — At least it will last for a year. 

Q. — With reg?i}’tl to taxes on transactions, you say: “Another important 
source of revenue in India is the tax on transactions such as free distribution 
of property, inheritance, legal and commercial tran^a<‘tiuns’^ And then you 
5 say, “Tax«^ on iudicial proceedings in the shape of stamps and fees should, 

I Pen ih© bttier hand, 'be so limited as just to pay for the cost of the courts'^\ 
|| J IliW principle not been observed in Madras? The fees were only raised 
f||last year as an exceptional tneasuro. 

A. — I have no idea. But I thitik the State makes a. lot of money out 
, of judicial proceedings. 

* ' Q.— Not before 1924. 

A. — Possibly it did not. 

itll/ Q.“^You don’t approve of an entertainments tax? 


. are generally in favour of inheritance and 

|! khtoAsiom duties? < i . - / / 

1 1 1 f I ^ . — ^Yes. 

Q. — ^You consider that as a fair tax? 

A.— Yes. 

' Q. — ^What would he the nature of that tax? Did yon study in detail 

the 'death duties in other comitries? 

A. — I know some general features of ihe death duties in England. 

Q. — ^What are they? 

A. — You get some information in the ((uestionnairc itself. 

Q,— Death duties in England conisist of two parts: one is an ©state 
duty on the whole estate at a progressive rate, ami the other is a lega<^y or 
a succession duty charged at different rates according to tlie degree of 
relationship. Do you think both these kiiuls of duties together should form 
, the daatli duties in India? 
j ? ; A- — ^Yes, 

,, — jxi the case of a succession by a distant relation, the rates .should be 

llihlgh as also in the case of large estates j and you should also have a 
. 1 1 prQgtessive duty ? 

I p|||4^.-WY©s. 

! !| : ’4i44The'mmiB difficulty in considering these death duties is wdth regard 
wtdu'ieint family ! How are you going to assess these death duties 
'‘Myhe Hindu joint family? ; 

|||jjA{' 24 Ab#|d|i|f property or according to the share of the deceased. 

Iff these death duties are sImpMed, because 
|l|i©! -fr^pertyi death of a particular person. But In 

1J. passes not only on the death of a 



particular porsoii^ But also • on tlio a 

In ^actj a man’s property, either actual or potential is ' increased Iw ^the 

death of someone in the i'amiJy and is decreased hv the birth oT some 

person. Thercioro,. if you nant to assess those death duties proiierh 

any property passes^ either actually or potentially, theorGti<‘allv at any rate 

}Oii must have death duties both at the death and the birth of a peLon. ' 

he possible to estimate the share of the deceased af 
the particular time when tlie death takes place. ■ 

place that, whatever the tax mav he it 
should be uunorm on all tlie coirnnunities? ’ ‘ > 

Yes. 

naoilt^iirn'l'Sttx-." than 

A.— Yes. 

. t«k‘i a Ciu-ktiau iiiid a Hindu, and to make matters extromelv 

•' "1l- V'''-n there is A, a Christian u-ho has 

Hindu C who has a son 1). Wlien the Christian A 
C IOS, B lahorjts the irhole estate. Lot tis .siiiJimse that both tlie.se' i'am’ilies 
ha\e ])ioperty oi the -same value. ’When the Hindu, C, dies, seeing that we 
are governed by the 3Iitakshara law in many parts of India, D inherits 
only half the property, because the other half already lieloiiged to him 
and he could have claimed partition at any time. 

A.— But in assessing 1), you can take the whole estate into consideration , 

that your priiiei])le that only property passing on death would 
be taxed will not apply. 

A, — have to take the whole. 

r^ the Other side If B were to die, uo ijroperty would pass. 

On the other hand, if D dies, lus half jiroperty wxmld pass to his father, 

A. But in the case of A also it passes to somebody. 

Q.— But while A was living, B bad no share in the iamiiy property. On 
the other hand, in the case of the Hindu, half the property belongs to C 
and a half to 1). When I) dies his half of the property wifi pass to C. 

A.—I have no experience of the legal aspect of the case. I do not 
see any great olijection in making the practice uniform, viz., when the son 
dies during the lifetime of his father and leaves no heir' to succeed liim, the 
property may be left untouched: if a partition is effected, a succession duty 
will be levied, 

Q. — You agree that all the communities should be treated exactly 
similarly in respect of the inheritance or succession duties.? 

A, — Yes, 

Q. — Then there is the question of how to deal with this tax. You say 
that these death duties should be entirely provincial. 

A. — ^Yes, managed provincially. 

Q. — In the case ol‘ munagement there would be a great difflcnity. because 
a man miglit have property in two dilforemt ])rovinces. 

A, — That is very seldom. It is not a normal feature. 

Q. — There may be shares in a company located in various provinces, 
it may bo Oovernment .securities. In wbat province are tliey supposed to be 
located ? • ‘ • 

A. — Of course there may be some diflficulby with regard to that. But sucii 
cases are very few in India. 

Q. — Ho you agree that these duties should he levied at tlie .same rates in 
all x^^rovinees, or would you have a liigher rate of duty in Madras, for 
instance, and a lower rate of duty in Bengal and so on? 

A. — No. The duty must be uniform. 

Q. — Don’t you tliink therefore that so far as the administration is 
concerned, there must lie a common administration — something like the 
administration of income-tax? 

A.— I am not opposed to that. It is question of administrative 
expediency. 

TII-IS 









Q.-— How do you arrive at iliis exemplioi! limit of Bs, 5,000? 

A*-“Tt is only a rough ealciilation . The principle ik 'that people witli 
smaller estates should be exempted. 

Q , — You ilfink that a man with a properly wo]‘th Bk. fhlKJO k Just on 
the margin of subsistence? 

-■■■"■■"■■■■A.— Yes." ■ 

Cl.— On 88 of your wriiteii iucuiorandum. yoti mention four kimL oi 

property and you consider that the first and the last are comparatively 
easily ^assessabio. I should have tlmnpiii, that jewellery m one that call 
bo easily taken into aceount. 

A. ‘—But people might conceal it. 

Q.— Wherever death duties are levied you tliink these tyileiiities am 
common P 

A.— Yes. 

Q. — ^^Vitli regard to partition, you wmiit to have death duties in order 
to catch hold of jirojierty when it passes iVom one hand to another without 
proper consideration. Now* among the Cludstians a non has no right 
to claim a partition, hui among tiie liindus in oar pari of the country the 
son has a right to cdaiin partition. Now if these death duties are levied, 
the iendcaicy will lie gouorally for every oiiO' lo ask for partition in order to 
escape tlie duties.. 

A.— I would iifjpose a duty whenever the paviil.iou effecied. I suggest 
a duty on ^partition, 


Ka ». BlSWtAWAn^YAWA BAd, Serirants of India Society, 
Madras, was aenit examined. 


' Q. L — Agricultural stafutics , — Unless one has praetical experience of 
1 1 1 the Various methods adopted in arriving at the estimates of crops, it is 

I f I ( ' jiot p<»sible' to criticise or suggest other adequate measures for the purpose. 

I I hf •' I pitch criticism as is offered is based on the reniarks contained in the 
: ; 1 1 appendices to the estimates of area and yield of principal crops in India in 

1922-23, where the methods of framing estimates of crops and methods of 
collecting statistics are narrated. The memorandum on the average yield 
per acre of principal crops given in the Quinquennial leport for the period 
ending 1921-22 has also boon availed of. 

Method of framing estimates of cro/js.— The acreage of crops in areas 
where there are trained village estahlisluuents can ho deomod as 
fairly accurate. For areas coniaining permanently-settled estates, lands held 
on privileged tenure and unsiirvey areas. I would .suggo.'.t that Lotad 
Governnionts should frame laws which would make survey and the mainten- 
ance of trained village ostahlishmenls compulsory. Fvhicntly, tnej'o is no 
scope for legal enforcement of these at present. If this is don©, the methods 
followed and the statistics galliered will he more accurate. At any rate, 

tliero will he a uniform method throughoiil iho country. 

, ^ r 

U ' As regards calculation of areas under crop% I am imtiined to agree that 

]; h the area sown is most important, and the fact that the crops did not come 
11'! .to maturity need not bo taken into eonsidorafcion^; for as it is stated in the 
H j ^ 1 1 .^methods of framing estimates of crops’, tlicv failure of crops affects their 
H|!l|tmtturn and not tho acreage. As regards the exception men tiimod, [ would 
I hi liko to pdint out if the sowings of the forecast crops are to bo omitted owing 
I { I i 1 1 ‘to failure, the other crops raised on tho same land should bo taken into 
aoepuiht ivlies final figures are given. Leaving this area out of account 
I aliogeilbt not the right method. With reference to the several crops 
i.'hllxed field, while the area to be returned should b© the area 

I I ’ ' I i T" doVeted ‘p?|ncipal forecast crop, but foi’ purposes of outtui'ii the yield 
jl|||,pf h^’ taken into consi deration, T belipve this method 

I II f I ifs ' heing hmisf.:' ^ . 





As regards standard of normal outturn, it is stated to be the average 
yield on average soil in a year of average character. It is verj^ diiiicult 
to say what an ‘average^ in all these cases will be unless a series of normal 
years are taken and tiie average is arrived at. I do not think that it is 
right to say that the average of a series of years^ figures is merely an 
aritimieticai average. In my opinion, that is the real average. The crop- 
cutting experiments will then enable us to see how far the yield in a 
particular year is above or below the average. The average may change 
perhaps from year to year. 

The estimate of outturn should be arrived^ at by erop-eutting experi- 
ments conducted in each village by some responsible i*evenue official, say, the 
revenue or firka inspector. These estimates may be compared with, those 
made b^- the village officers wffiose estimates are the purest; guess vvurii. 

In arriving at either the estimate of normal outturn or of the quantita- 
tive estimate of oubbiirn, the figures relating to the results on the Government 
farms are often misleading. The efficient methods of seientilic cultivation 
on these farms naturally yield better results. 

As regards the metliod of collecting statistics, I believe the system 
adopted in Madras with the adoption ot suggestions made already is the 
best method. All provinces may usefully adopt it. This method should be 
made applicable to all classes of land, if necessary, by legislation. 

If the methods suggested above are followed, the loar of either under- 
estimation or overestimation will be greatly minimized. 

Special crops. Tea . — The Government should insist on the gardens 
sending figures of production. These may then he subjected to the scrutiny 
of the local offiee.rs. it is stated in the Indian Tea Statistics, 1923, that 
* ‘special efforts wore, as usual, made to procure returns direct from iion- 
reportiug gardens and these eifoj’bs have so far been successful except in 
Southern India”, In any general legislation passed for the collection of 
statisfes, the Government should insist on the supply of hgiircs rchiting to 
tea gardens. 

Cotton . — If agricultural statistics are properly collected, the quantity 
produced will bo available. The accuracy of this figure may be tested with the 
helj) of other figures given under this head in the annexiire. 

Figures relating to rubber and jut© seem to be fairly accurate. As 
regards coffee, all x^hintatioiis in extent even below 10 acres should be 
comiieiled to send the figures of iiroduction. 

Live-stock . — A cattle census should be takoii .every year in all villages. 
This is nob a difficult matter as the village officers are generally well informed 
about the cattle in Wie village. Perhaps, a distinction will have to be made 
in such a census between cattle useful for agiicultiiral pur|)oses and others. 

Forests . — Statistics of the kind now prepared for Govoniment forests 
should be called for relatijig to forests administered otherwise or private 
forests. These can be eiiecked by the forest dopartnient with refereuco to 
produce in tho neighbouring Government forests. 

liuhistrial statistics . — Tho methods now adopted seem to bo sati&u 
factory. The industries department of each province should be hold responsible 
for these statistics. This will he possible and will work satisfactorily 
if all industries, including mines, etc., and hahour are made over to tho 
responsilde part of the Local Governments. At any rate, they should be 
provincialized, biihject, it may be, to tlie residuary power of the C'eutrai 
Government to legislate on matters affecting industries in general. 

Sfafistivs of prices . — Kothiiig can be said against tho present method. 
Tho defech. ])olnted uni by the Sugar Committee arc inevitable and are not 
inherent in tlio method adopted. Every effort should bo made to avoid the 
defects by the officers being asked ip pay more attention to thorn insiend of 
troaiing them as part of iheir routine work. 

Incoiiie-ia£ statistics . — lleturns relating to the various trades and pro 
fessions of the assessecs in each grade discontinued since 1917-lS siiould bo 
revived. They have very useful purpose in determining the sources of 
taxation and Mso in finding out the xmearned increments, etc. 

Statistics of irai/c-carncrif.—Lcgislation is necessary for tiie purpose, 
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Hwiltk Department is 
defects noticed in. the © 

-Piiblic Health should ho 

.ij. 2 .r--l , liUVe. ...110 , Mi .llill 

adopt^ by Prof, Shah and lOiamlmta 
i)i\ Blater, I would like to nay t ' 

1 rasideiiey. In assessing the non-ag 
the method adopted by Lord Ciirmn, 
taken' at 50 or ‘ ^ " 

in non-agricultural oocuinitions hoin 
agriculture, Wnether this method < 
ward ptoviuoe like Slad 
than one can say that th 
to the agricultural 


n mis . jl immency the mirganisatioti of tli 
sure, to improve the conditions and ren 
msus. oi India., One of tho Assistant l>ir< 
in charge of rital.'sta'tistlcs, . ^V: ■ 

additions to make to tin is list, I prefer the 
As. regards the methods foil 
a- few words as the estimate relatei 
incultiiral income, he has simply 

iU pel cent of that from agmailture for the number 
g 4{) per cent of those eng 

^*a.u be' app,licab.le to an industrial 

ras, IS a point that should be considered It 
^ ie proportion llie iio,ii*agidcniitiira..i ineon 
~ ineome'is the same as the non-ngricultural do 

to tho«^ eugagect h. agriculture. Anyhow, it i«“an arbitral 
hfnnnt adopt tile method folloiml to arrive at the agri 

income even in hncling out the iion-agricultural income. ^ 

of incoine^ax*'^' corresponding figiin's oxceiit in the 

Q. 4.-.T have alrondy .suggested in an.sner to Q. 1 luiw the s 
lioiv eolloetcd can be made iid(-(Hiiito and more reliable. 15nt logislat 
bo ah,solutel.v nei'e.ssnry if e.vact Hgure- are lo he obtiiined. ^ 

Q. 5.— r do not think it is wortliwliilo undertaking a ooiisus of pr<« 

-1.1 advoeato all-India legislation on similar lines. Tho Bi] 

. . dncM Hi Bombay may not satisfy the roquimnents of all tiie other pr 

* ' . . ,1a ?' have a very real value in enabling the Government ' 

i . u^pte to know how tar the economic conditioiiB have improved and h 
logmlation passetl has aftected them. Bosides tliey will help the Gove 
to niid sources of taxation Irom the data coliectecl lo arrive at the esi 
n a pai'tienlnr tax has proved obnoxious, these ttslimales will etia 
Oovernmeiifc to shift the burden on others on whom it is light. 

Q. 8.~Tho list given in annoxuro C cannot be deemed .satislnc 
they coiitaiii results of spasmodic elforts made by certaiii individm 
; orgamaatioiis. So lar, no systematic economic survey 1ms Imeii eurri 
t ' A wwtd udvocai© the need for economic survey of tYoical vill‘is:TA *3 
if i; , is done, the enquiry cannot he considered to^io 

‘ clks®^ purpose ot arriving at tho real incidence of taxation on d 

’ population into 'two clas,ses, agriculsui 

noiwigucultural. lins is only a h.roacl division. If only direct ta: 
Doing paid, ive cun arrive at tlie incidence of taxation very easily Tli 
^ fi nuinber of indirect taxes paid, which naturally make tho^indde 

i taxation apparent and not real, 'riiis will be the ea>e as long hs iiuHr<*c 

remaiii, hamily budgets may prove helpful in forming some appro 
■ idea of real inculence. ^ * 

Q. 10,— The lak\st budget figures give tiui ivvomw flerivcd frm 
proceed.^ of ivasfco lauds and redemption of tax as Its. 0,25 lakin 
separate figures are available regarding penal ties, etc, 

Q, U. i am not awai'e of any oilier ikans except sale of trees 
i am nitormcd is included in revemie from forests, 

Q. 12.— [ am not* quite certain if any part of the revenue derivec 
lorests can be considered to be falling within the dehintion of tax. 

Q. h'l.'-'-Tiio Goveriiment should bo content with a eoiumm-eial i 
Thv. elmnent of tax appears in the case of ^r), but that will depend « 
coInpctlll^c ])nce. 

■ ^ ' Q. 14.--The element of tax appears in an^* or all of these as soon 
return is more than a bare return on the capital invested, as these are 
■utdhfcy sei-vic^. As far as I am aware, I believe there is an eieim 
taxation in all these at present. 

, Q. 15. think so, The rates c-harged should depend upon the s. 
oi supply and not on tho^ amount of capital invested and the cost of mai 
ipg llieso .muse will hate to be talvon into cousiderat 



tile case of tiroduclive works. Tlie charge for water supplied sliouM be a 
eonuuereiili retuni dependent o,n .sources to avoid invidious distinctions which 
will resuifc ii the rates ai-e based on the capital invested. The irrigation 
schenios ai*e intended to increase the agricultural prosperity of the country. 
They should not bring in more revenue than a commercial return. 

Q. 16.-~-A betterment tax may be imposed. The betterment contri- 
bution shall Ife annual for such term of years, and at such uniform 
percentage of the increase in value not exceeding 5 per cent, and it shall be 
levied according to the principles that govern betterment tax in the case 
of tou’n-planniug areas. 

Q. 17. — Water-mtes and betterment tax should be collected by Govern- 
ment direct from the tenants. ‘ • 

Q. 18,^^ I think so,^ unless tlie rates charged for services is more than 
the cost for such services. But they do not fall under the category of 
taxes imposed on the genei'al tax-payer, 

Q. 19.-— In arriving at the general incidence of taxation, taxes imposed 
for expenditure on particular localities should not be taken ii^to con- 
sideration. 

Q. 20.— As tlie benefit derived is indirectly by the whole community, all 
taxes, whether paid by a jiarticular class or the wliole cojiimunity/ may 
be taken into consideration in arriving at the iucideiice of taxation for 
that locality, e.g., water tax, educational cess, etc. 

Q. 21. — No taxation eitlier direct or indirect can be considered to 
be voluntary unless it be that taxes are paid for particular services rendered 
for a particular class of people. Then they become fees. 

Q. 23. This is not the c;ase in the case of drink. It .imposes ecoiioniic 
burden on the families of drinkers. It cannot be considered as optional as 
tho drink habit becomes irresistible as is the case witli all evil habits. 

Q. 24.— I am in favour of tax on entertainments. As railway travelling 
has almost become a necessity, it will not be a tax on business but on 
necessaries. 

^ Q. 25.— It is not possible to make any such distinction as the vice of 
drink has spread also among classes \vho by custom or religion are prohibited 
from taking intoxicants. While it may be possible to make a general 
stateinent that tlic excise revenue is mostly derived from the poorest classes, 
it is irapossildc to divide the classes of the population for ascertaining the 
burden on different classes. 

Q. 27. — Every member of the community need not necessarily pay taxes 
in some form or other, it is the ability to pay that must ],)e the test. 

Q. 28. — Yes. But adult sidfrage is the ideal. 

^ taxes. 

Q. 30, — Poll tax is highly objectiotiable as it violates the test, i.e., the 
ability to pay. Moreover, it is opposed to Indian sentiment. Kor is the 
capitation tax the best form of taxation. 

(}. 32.— With the exception of salt tax, the taxes inentioned in Q. 31 
ai'e more objectiouahle. 1 must confess I do not know anything about tho 
taxes mentioned except profession tax in the case of the' lowest classes, 

Q. S3 . — I do not advocate an increase in the rates. A surcharge on a 
graduated scale ,1‘ur the purpose of augmenting tho resources of the Provincial 
Ciovonuiients may be levied on incomes above Hs. 5,000. 

(^. 34.— The pi-esent graduation is satisfactory. But allon^auces o.!' the 
kind given in .England may bo usefully adopted. 

Q 35.- ~I iidvoeale differentiation in favour of earned iiicomes. The rate 
jiiay ho lower tlian in idie case of other incomes such as sums derived from 
investments in productive enterprises. 

Q. 36. —inquisitorial proceedings are inevitable. 

Q. 37. — T favour tlie continuance of super-tax in the present .form. 

Q. 38. — Agricultural, incomes may be taxed as all other incomes. X would 
very mudi like te draw a distinct'on between the actual earnings of a 
farmer and the income of the absentee landlord or the money-lender. As 
the tendency lias un fortunately been to reduce the proportion of persons 
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aeiiially farming as is evident from tlie census figiiresj a very small percentage 
of persons will be allectecl. Even in ilieir ca*so, 1 do nnt a.?k lor completo 
exemption except in the ease of incomes below Hs. ‘2,Udii. 11 ig rates shall 

he lower than in other cases. 

Q. 39.— 'It is impossible to form a eorroet estiimiie. it may be lens 
or more. 

Q. 40.— There are other considerations, in India the joint family system 
prevails. Boj wliat may be considered as .subsistence level^ in other coim*^ 
tries will not siifHce here. The present limit must !>e maintained. . Moreover, 
in other countries some allowances are gi^en before the ineoino is taxed. 
That is absent in India. 

Q. 41 . — ^Tliis reproach cannot ho itistifiod. 

Q. 42. —Different standard forms of account based on Jiie nature of 
Incomes may be prescribed to keep up iiniforiirity i!i diversity. 

Q, 43- — Non-official commissioners selected from among people of the 
.locality may be associated with income-tax officers. This step will not only 
prevent friuids but also .satisfy public opinion. 

Q. 44. — ]ncoiiie-tax4roe securities should aiiogetlicr l>e discouraged. 

Q. 45. — T approve of tlie collection of lax by means of a stamp duty. 

Q. 46. — Idle wliole question need.s re-examimiliou as was stated recently 
in the Assembly. 

Q. 47. — I prefer assessment on the three ^•ea^s’ average. 

Q. 48.— 'If ability to pay is to be the test, I do not agree with the 'views 
expressed in the first ‘ and second <|notations. The articles chosen for 
i,'ptirposes of -taxation must be first of fdl luxuries, and secondly, those on 
-|''‘Whoiti if taxes are imposed will not prove a hurdem on the poorer classes 
'of the population. Taxation of necessaries, especially when sncTi taxes will 
‘ affect their value and decrease t‘on,sumpiion, is not sound. The fact that 
the purpose of taxation is revenue should not make us hlmi <iur eyeii to the 
©eonomic conclition of tlio people affected by the ta-xos. 

As regards tho quotation from Sir Josiah Stamp, I may bo perinitied to 
state that there is mucli that can be' said in favour of 'this view. It has been 
applied in the case of tax on drink in this eonntry. But if the purchasing 
’ poww is low, large inerease.s in such taxes will only impoverish the consiiinor, 
U •; xte tax iinpps^ Bhould be so adjvisted as to prove an effective dieek on the 
ft fcOESt-iuptlon of the commodity considered detrimental to ©fllcipncy. 

1 ' ' ■' Q. 50. — I believe such gradation is practicable. In fact, some distinction 
is made in regard to articles of luxury such as manufactured a,nd raw 
tobacco. 

Q. 51 .'—As salt is a necessity of life of all classes and that ability to pay 
being test for taxation, salt tax should not l)e imposed, 

' ' ' Q, 52.-1 agroo if the premises arc eo need off . 

Q, 53. — Such comparison as is sought to he made is not fair. II shoiiid 
be judged on the conqiarativc income per bead, especially of ilio poorer 
classes, 

Q. 54. — ‘I advocate the extension of ilic ^alc directly by Govei'SHiicnt, 

Q. 55.— Yes. 

Q. 56, — Protective duty can bo imposed only when Govornmoni under- 
takes tho manufacture and sale of salt. Then tfio difficulty perhaps 
experionced in Bengal which depends mostly on impoidod suit vcill not be 
so mucdi felt, 

’i ] ; Q. 68. — prefer xinlforiu weight. 

] 1 1 ;t I Q, 59.— Yes. I am in favour. 

Q. 60. — I cannot express any opinion oil Uicac mciliods. But certainly 
salt should be available free of duty for agriculture and industries. 

Q- I expect it in the near future in tho whole Presidency. 

O. 'have already sent a copy of tho note on the subject sent to 

the Madras Committee. Also another note sent by the Madras Ten> 

perance fthiuh* drafting of wffiicli I had much to do. 

i auilMtithlarif mmdpUs underlying all tho proposais of Dr, Ma* 
■lUo; on a ''ii# sl&c of the Bombay lilxeiw Comimttee, 
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iiavo stated already, 
lus pnrcl^afein, 
cIas^ses. Tlio economic 
drink is so great that on that gfoimd alone 

duties, etc., are necessary, *" “ ““ 
effectively done, ■ " 

tlie^view of Sir Josiali Stamp appears sound 
experience luis siiown that it is not really so. Di-ink bill 
part ot the earnings of the wage-earners that it 1ms affe( 
piinmiy essentials and lias,^ I have no doubt, affected t 
wo.!'ivers. Experience in this Presidency shows that wh* 
rived from taxes on drink has increased, there has liee' 
decrease in consumption. In the case - 

ha,s increased, and this necessarily 


agieo wreh all the ,stateinents except the last two. But as I 
high taxes alone will impoverish the consumer unle^ 
t pover IS high. This is more ,so in the case of the poorer 
uaste, apart from other considerations, involEl in 

;t ^”77 ' r--7 “i^asures other than high license 
11 deliberate discouragement of alcohol is to be 


of toddy, the nuii^e; of t;;rs^3 

means inereaise in the consumption, 
is al^i-icdi’r"^''’ " «'€‘a,snrc of taxation, the policy .followed in our province 

possible to say wliethsr duty per gallon in a particular 
area i.s high or low aii it depends on the cleniand. I do not think it is prac- 
ticable to rediifo the variety and introduce a uniform rate. 

Q. 66.— I do not helievo it is so. 

Q. 67.*~“The locally-made spirits should be taxed at the tariff rate Free- 
dom of transport is not absolutely necessary. 

Q. 68.— I strongly approve of this. 

Q. 69.— A duty should be levied on the borders before it is passed on 
into the other province. 

Q. 70.— Sweet toddy is at present 'free from duty. Separate licenses 
are issued for it. I think a tree-tax will do. 

Q% For the reasons already stated in the ease of coiintrv liquor 
there is no harm in maintaining a variety of rates. 

Q. 72. — I think so. 

Q. 73.— It is satisfactory. But there is the clanger of a 'combine’ among 
licensees to bring down bids at the time of auction. 

Q. 74, — If the restriction is conlined to shops witiiin a particular area, 
naturally the value of shops that are allowed to remain obtain monopoly. 
The policy must he to locate shops far distant from one another on the 
outskirts of towns or villages, preferably far aivay from places of habitation. 
Even then, to some extent, there ivili he monopoly. But that is inovitahle on 
the road towards the goal of prohibition. 

Q. 87.™ I advocate the substitution of following taxes in order to make 
up to some extent the loss in excise revenue: — 





Q. 9!,— Transfer of .shares should he doelareci vaJic! only oit naymyni 
stamp duties. * ^ ‘ 

Q, 02.--jThere are many fees iu whielt you adll find an olemotiiof taxation 
e.g., roiirt4^, stamp duties, regisiration fees, railways, irrigation, post 
■ftiici- teiegrap.lis, eto# ■■.■■■ 

Q. 03.— I am in favour of charging a higher sum. But here nko some 

oxeiliptious must he piwided. 

Q, 94, — T do mot think there are any more. 

Q. 95.— -J woidd plead for the exteiisioii of 'the entertainments tax The 
cost of folleetiou in Bombay and Talrutta where thin tax has been imwsed' 
has not l>€ieii high. 

Q. 96,— “Tax is a compulsory exaction by the Slate of a pa i t of the 

wcmltli, of lEcliTiclimk' tor public piirpQses”. ' . ^ . 

“Rent is that portion of the produce of the earth nliich is p 

landlord ior the use of the original and indostruetible powers of 

Land roveiuie in India is a tax. The question has heeii d 
often and so thoroughly that it is not necessary to stjite why 1 eoi 
leyenue as a tax. ft has oven been recognized by CiloYevnmeju th. 
derived from land is land tax reveiuio. 

I do not think that peshhisli can be considered a.s n iax, ft 
.more the charaeteristics of. rent. ■ ■ 

...Q* 5 os. Land lax aflocts his budget consi<ioraf)iy. lie 

remission or susiKumion. J know <)f some iikianco.^ 
a su*sponsIo«, it was not grantai 


parlakos 


ordinarily got rr 

though a {sa#e was made out for 
f#lt as a great hardahip. 

hi agi*©e witlrali the criticisms, 
ifi not wholly true the 
attend to many 


. . .. regards the kst' critkism, 

revenue, alficia,Is, engaged in collection wotS 
unporta nt lulminiHtrative duties. 

Q. 99.— 'dfc will lead to inocpiality 
years will minimise it to some <‘xtent,' 
continued, this is unavoidable. 

. Q. l^.—Rup^ 2,000 can be considered as tlie bare miniminn subsist- 

ence icncL It wHi be easy to ascertain the agricultnr'sts’ gross income. But 
I , ' tim expenses of prodiiotion cannot be properly estimatod as agrieuiturists 
f.;;' fawly keep Accounts for expenses incurred. Sloreovor, if taxes are to be 
: 1 ;. kvied: on Jm gross income, the ignorant ryot will be at the merer of the 
officials, who will naturally be the persons that will estimate his 
income. Alter all, such an estimate will be guess w^ork and cannot be relied 
upon tor the purpose of taxation. 

Exemption of this kind proposed may result in fnither fractioni.sation 
1 am not sure that will always he the result. 

Q. 101. think that may be (considered us one method for dis(‘onracfiim 
fractiotiisation. ** * 

should be passed proliibitiug fructioiiisatioii iioyond the uconoinic 
holdings. I understand that the Bombay Goveriuncnl propose to introduce 
a measure to prevent ^ fraetiouisation. That may ho of interest an, BoihbW 
has paid great attention to this .subject for tin? past many years, 

Q. 102 .—If permanent occupancy rights are granted to tenants who 
cultivate waste land brought under an irrigation scheme. T am not against 
oven State-ownershixi of such land. 

Q. 103. — 1 advocate the abandonment of taxation of bands within 
, munifdpal limits in favour of local authorities. 

I, Q. 104.— (o) Land revenue is paid by agriculturists, and .so to divicb^ it 

I jby^^^tbe ^total population to -arrive at its incidence is not correct. 

I ‘ ' '4 ^ ‘ (W To divide land revenue by occupied area is to ignore the fact that 

I I U I ) occupied area is not cultivated. Even if the cultivated area is taken 

acophttt,<w 0 will got only incidence per acre. 

j| tlokn^ of assessment on soil units will only gke an idea oi 

thedana reVpitii# Tpp,id on different classes of soil in different province® and 
11 1 1 ( s wi|l gxY| ; the ||r4idenoe. ' ' ■ 

’(d)‘ Permplage: |i>|Tte’'by^the assessment to rents or annual, value is not 
i'nrbj alwffcysjthe ^^fe gu^-fc^iii^yipus factors affect rents atwl the anni^al ' value. 


But average tif prices for noi 
As long as tempo!*ary .settlemenis 







{e) The relation between the land revenue and the gross or net income 
cannot give the real incidence. It gives only the proportion paid out of 
the income which may in general show how large or small is the part of the 
income is land revenue. Moreover, various other factors enter into the 
question. 

I prefer to divide the land revenue by the number of people actually 
engaged in agricultxire. That xvill give the incidence and enable us to eoin- 
paie rates. At the same time, I must not be understood to mean that I do 
not value the different methods suggested. While for purposes of compara- 
tive real incidence they may not be conclusive, they have a real 'value for 
the i)urpose of knowing what the nature and effect of land revenue is in 
different provinces. 

Q. 106. — I agree in general. 

Q. 107. — I would prefer to transfer more taxes contained in Schedule I 
to Schedule II, e.g. — 

Levy of no tax should be made imperative. That will be an interference 
with the discretion of local authorities. 

Q. 108, — I cannot say anything about octroi or terminal tax as we have 
no such taxes in this Presidency. I think the other taxes are satisfactory. 

Q. 109. — I cannot say. 

Q. 111. — Tolls may be continued. The minimum distance between one 
toll gate and another need not be less than 15 miles. It may also depend 
on the jurisdiction of various local bodies. 

Q. 112. — In whole from the owner. The burden is shifted on to the 
occui)ier often much more than the burden imposed on the owner. 

Q. 113. — There shall be limitation as in the case of betterment tax. Let 
it be a percentage of the valuation. If the .value increases, increased amount 
is collected. As regards land cess, the present limit is all i*ight as the agri- 
cxilturists have to pay many other cesses besides. 

I do think the limitation necessitates recourse to other forms of taxation. 
But the burden in the case of taxes like the profession tax is shifted on to 
those who may not be now paying any taxes. Educational cess is an addi- 
tional burden on the agriculturists. 

Q. 114.— The limit should be raised so that the occupiers of houses with 
scanty means may be exempt from house tax. 

Q. 115. — ^Land within municipal limits may be taxed just as agricultural 
land, the local authority getting a portion of the increased value, which 
will also generally be due to improvements effected by the local pthority. 
Improvements made by the owner may be left out of consideration. But 
I realize how^ difficult it is to find out the causes for increased value. Even 
if it so happens that the tax imposed may be affected by the improvements 
made by the owner, I do not think that will prevent development of land 
for housing purposes, as demand for houses is usually growing especially 
in urban areas. For some years in the beginning, newly developed lands for 
housing purposes may be exempted from the land tax. Ihis m for the pur- 
pose of encouraging house-building. 

116.— I have no actual experience of any of those taxes. 

Q 117.— Graiits-in-aid >should be earmarked for particukr services 
which in the interests of the community should be maintained. The basis on 
which grants are given must naturally vary with importance of the services 
nnd the amount that a local authority can be reasonably expected to raise 





(ii) Tohaeeo is a miggi^sUon 

ears and race iiorses. Marriage is consiclere 
traek ■ mul sa. Fegistrati.oa' -&e- on ■' 
nients of tlie people, ospoc*iaiIy <jr the ifindii: 
will lie a tax on n©<»eHS{iries ii.h the hahii of « 
culiy of asEmsing it will be great. 

(ill) Tax on dowries eafinot be relied 
leehng against dowries 
system will beeome nnk 
of amount dowrv 


Iggestion I approve. Ako lax on motor 
considered a sacrament and not a con- 
marriages is opposed to religions seiiik 
he llmduB.- , on, jietelmiiMi .areca-iints' 
the habit of (‘hewing is universal. The diffi- 


anri. I, . believe, :iii. ,tlie 
nowm ; ; ,I\l,oreover.sit wi 
, ^ . ... .Avill, take the torin nf Jewels 

by tiie bridehs parents. 

Jv) Export duly on jiiie mul hides and 
taxation. Marriage duty is Itighlv ohjeclim 
stated. 

, (vi) This suggestion is a very novel one. 
it will be many. Evasion }> (piite possible. 3] 
on internal tracje. 

Q. 121. — 'Wliilo r cannot say that the rc\ 
tobacco will be large, T generally agree with 

Q. 123. — Export duly on tobacco (raw and 
for the manufacture and sale of tohacc'o hw 
the best means of levying a tax on tobacco. 

Q. 124.— Tt is difTicult to nxsiritd area rd’ cultivating. Ra I do not ad- 
vocate that. 

Q. 125* — I ant not in favour of acreage duty. 

'-i* proposal is accepted, tobacco used for domestic consiimp- 

tpn will fee jsil out of account in levying a tax, 

Iv"' 1S2,— The rates may bo a little less tbnn tbo import duties. But 

y cigars and cigarete may bo taxed at ilie rales of Import duties. 

; - Q. ISB.—I prefer specific dutms. 

Qs. 134 and 135. — 1l is mostly du<' to habits. 

The import duties must be raised still furtltci 
at the present rates of ijn]>ort duties. 

, . Q. 186. — I prefer either (b) or (eb 

III I, % m-^Yes. 

||!ft ISS.— 1 think a Judicious combination of ail the three methods is pos*. 

Prof, Eignaim’s siiggcslion that the j'ate of the duty shoiiJcl increase 
j with the numher of times the property changes liaud.s may also be considerocL 

Q. 189.— {!) 1 do not agi*oe to this view. l‘he rates should change as 
the proj>6rty changes hands and also on a gracluaied scale according" to- the 
value of the property and the degree of consanguinity. 

] (2) It all depends on what is meant by economic* community. Inheri- 

tance of estates or property of (jcrlaiu valno should be exempt from taxation. 
(3) I support this view. 

Q. 140. — It is difReult to say which is imwe appi'oprialc^ to India. The 
conditions her© are not the same as elsewlnu*©. I think the rates shpuld be 
wmrked out wdth reforonco to these conditions and also according to the 
principles accepted. 

Q. 141.*y-(a) In a joint family on the birth of a male olukl, the child 
becomes entitled to a sharo in the i>roperty. If tlie child dies even in a few 
i .days, his share will have to be taxed. This is not fair. * 

: (b) To tax the wdiole property on ihe decease of eacli managing member 

i 'means that the property may in certain cases be iax(Kl not even once in 
I '^generation. Moreover, it is not proper to tax the wdiole prt^perty on the 
of tjx© managing member. 

j"; ‘ (c) To make an annual or periodical levy would mean taxing property 

i and not imposing duties on inheritance or succession. 

I would prefer to tax the share of the property of the deceased in the 
. case of all adult persons, i.e., persons who die after attaitiing the age of 


ire fruitful sources of 
f the reasons already 


1 01 enionnng 
act. as a check 


11 cannot I)e due to duties. 
r(Hainiug the excise duties 


irt the plea put forward 





Q. 144.~~It is true it is cliflicult to enforce in tlie ease of 
But when an ai^plication for succession certificate is made, the’ valuation “of 
both movable and imiiiovabie i)roperty will have I 
xiothiiig to prevent the applicant from uiiderestiinating or 
value of the movable propertj\ I 

to take into account the income of the deceased 
of the portion of the 
joint family and 
the tax on the property show 
sors to I'iroiierty a 
gested by ino is 


movable'prcy^rty^^ 

to be produced. There is 
™ ■ ... ^ ■: . -- tinderstating' 'the 

VVliat i would suggest as a corrective is, 

“ '7 d, if he is a divided member 

meonie, the deceased was entitled to in the case of the 
Eissess a. percentage on that. This should be in addition to 
* - n xn the statenieiit at the time when the succes* 

pply for succesmoii certificate. I admit the method sue:- 
arbiti'ary. But that seems to be the only method. 

145.— The Central Board of Revenue is the most appropriate ntrencv 
The income-tax dopartmeiit in each province may be entrusted with 
tion on behalf of the Central Board. vunec 

Q. 146.--IU the case of the joint family, Rs. 5,000 may be the exemption 
limit, and in the case oi a divided member of the joint faniilv Bs 9 fiTWli 
may be the exemption limit, 

Q. 147.— I would prefer a combination of (2), (3), (4) and (5). 

Q. 148.— The sources of revenue of the provinces are much more fluc- 
tuating and luohi.stic. 1 do not think the danger pointed out will ordinarily 
occiu*. .1 he export trade depends on the jirosperity of agriculture. If there 
IS laiiuro of crops, the land revenue also sufiers. 

Bengal .separation of sources is not equitable, e.g., Bombay and 

Q. 150. I believe so. Bub in the case of provinces which were before the 
now arrangements depending largely for their revenues on income-tax, I 
would like to suggest the adoption of plan (5) given in Q. 147 and suggest 
income-tax should be made over to the Local Governments. 
Willie the case of these provinces is lui answerable, I would like that the 
Devolution llules should be amended to enable the Local Governments to 
fiist income-tax. The present rules are not equitable and 

Q. Ibl.— -Land revenue should continue to be a source of provincial 
revenue. ^ 

Q. 152. — I accept the reasoning. 

Q. 153. The export duties should be so fixed as to permit the parti- 
cular province to levy an additional duty the proceeds of which should form 
part of the provincial revenues. 

Q. 154.-— The present sx-stem is all right in regard to excise. But the 
Local Governments should be empowered to levy an additional duty on 
foreign liquors, and the right to fix the price of opium for internal consump- 
tion should he made over to the Local Governments. 

Q. 155. — Tobacco should be a subject for provincial taxation. 

Q. 156. — 1 accept the reasoning. Division o\ proceeds is practicable. 
Before the Ilel’orms, the Provincial Governments 'were attending to income- 
tax wo.rk and were receiving ti portion of^ the revenue from that source. 
The same iDrinciplo may be applied in the division of proceeds from income-tax 
and succession duties. 

Q, 157.— 1 do not think so. Sttmip duties on transactions are paid in 
places, 1 believe, whore the transactions take place, need to draw any 

distinction between judicial and non-judicial stamps. 

.Q. 158, — I am not aware ol* any other taxes. 

Q. 160. — I agree. 

Q. 161. — I think it is fairly satisfactory. There is no need to impose any 
limit. 

Q. 162. — Properties and transactions relating to any body should be 
taxed. No need to provide any exemptions. 

Q. 163. — I advocate State enterprise. 

Q, 164. — I cannot say anything about pawn shops. Certainly, life in- 
surance may be monopolised. 

Q. 105. — 1 do not approve of monopoly in the case of any other article 
except salt, opium and hemp drugs. 



166. — do reooiiaittond. 

Q, 167.— I tliiak so, 

Q. 168.— Tlie land reyeiiue stafF nwxl noi be entrufsted with other taxa- 

tioii 1 0 net ions, . I boliovo th© staff is oxcessivo espoctially in tli© bifflier 
grailos of servico. 

Q* 169.— Breaking lip naturally ro.'.iilis in iiicroiteecl expencHtnre* at 
Aliy rate proporttonatoly larger expesulitnre. All tlio taxes now collected 
tiy tlie Central Uoveriuiient iimy be administered by tlie Central Board of 
Bevenii© and one estabiisliment can l^o made to look after tbe collection 
or these taxes, 

Q. 170.— I have already suggested succession duties may be adiniiiiatered 
by the Central Board, 

Q, 171.— I am inclined to think that there is much, to be said In favour 
of the view expressed by Mr. Adams. I eannot say at present if the need 
for the coin*so suggested exists. Anyhow it is better to provide ourselvw 
against' such a contingency. ... 


Mr, Siiryanarayaiia Rao gave oral evidence as follows 

The . Q. — Do you represent the Servants of India Soeiety? 

A. — I do not ri'pn'sent the Servants of India S<H‘iety. i am a mem- 
ber of the Society, but 1 am voicing my individual opinion. 

^ Q'.— On wbat principles ar© tho m’aier-ratos for irriga- 
tion in this F, residency ffxedf Have yon any acquaiatane© with the system 
in* Madras? 

; A,— They are fixed on the basis of the source of supply. If it is 
perennial sxipply it is classed as class (1) ; if it is a supply for eight months 
and more it will he classed as class {2); for more than five months and 
less tluifi eight months class (6): for three months and more Imt loss than 
five months class (H and tho rest as cliis.s (5). That is ivhat 1 fmd in 
the settlement reports. 

Q.— You say in speaking of the poll tax tliat Indian sentiment is 
opposed to this tax. Could you give any authorities from ancient books? 

: ; have none, 

h; |.i ^.^You approve of the salt tax? 

; ! r A. — It is less objectionable than the other taxes. 

Sir Fercii Thomjysun. Q.— Is the present graduation of income-tax 

satisfactory? 

A. — I think so. 

, Q. — ^Y'ou say the kind of thing adopted in England would b© useful? 

M A.— 1 have read about the new income-tax in England. A single 
man is given a certain allt>wanco before ilic income is taxedj and in the 
case of a married mail;, there is a iiigher atlmvance. 

Q.— Could tliat distinction be applied to India? Do you know any 
single man who pays income-tax? 

A. — There may be a few. 

Q. — Is not the iiiunber very small? 

A. — It 

Q. — For the sake of qiiito a liandfub is it necessary to make a distinc- 
Hon^? , 

:J ' A. — 1 would like to make the distinction in the case of families. 

; I ■ Q, — ^In view of tho fact that the number of single men is very small, 
fet It ^^i^oesary to make any differentiation ? 

■ 1 1 1 differentiation may be made but it may not come to effect. 

|4dlibt , if it is ultimately worth making. 

jI ^Wei'outiatioM iu fnvmu' of earned iueoiues? 













Q. — Ilnder the existing law is not most unearned income, that is, rent 
rrom land, exemjjted from income-tax altogether? 

A. —I have later on said that agricultural income should be taxed. 
1 eopie who earn in offices and firms have the limit of Rs. 2,000 Owing 
to ^le cost of living being high now, they rather find it difficult to pay 
on Ks. 2,000. Therefoi'e, I suggest lowering the rate 'of tax in such cases 
and lveej)ing the present rate in the case of others, 

Q. — The vast bulk of unearned income is not taxed at all. 

A. — I would like all the unearned income to be taxed. In Italy it 
appears the salaries of Government servants are taxed less than the income 
01 other people. 

Q. — Their tax is the same as others. 

it in ^Public Finance’ by Ilobinson. 

Q.— When you talk about Italy I think you mean the tax on total 
income? 

A.-~Yes. 

Q. — Are you in favour of allowances for cluldreii? 

A. I would like on an average that five persons should be taken for a 
iamily. When we give family allowance we may take it that a family re^ 
presents five persons, 

Q.-~Are you going to standardise the number of people? 

A. —For purposes of calculations you should have some figure. 

Q. — If the family consists of ten persons, would you double the rate? 

A. Yes, if it is brought to the notice of the Income-tax Commissioner. 
The minimum should be five in India because in India we have the Hindu 
joint family. For the sake of tax I do not think families would increase. 

Q. — ^In Q. 36 you say inquisitorial proceedings are inevitable. 

A.— They are inevitable if they want allowance. If they make an 
application and claim that their family consists of so many persons, the 
State in order to give the allowance must carry out inquisitorial proceed- 
ings. 

Q. — In England it is a simple thing. Supposing a man says that he 
has got twenty children the assessor has only to go and see the register of 
births and deaths which is absolutely conclusive. But here he would have 
to make enquiries. 

A. — Even here perhaps they can refer to the vital statistics. 

JDr. Paranjpye, Q. — ^They are very imperfect. 

A. — I do not mind inquisitorial proceedings if they want the benefiti 
Otherwise they would forego it. 

Q. — Are agricultural incomes fairly taxed? 

A. — The feeling is that owing to the different rates in the different 
provinces and owing to other factors in fixing the land revenue, land is 
taxed more than other incomes. But I do not wholly approve of that 
feeling. But surely if agricultural incomes are to be taxed the permanently- 
settled estates ought also to be taxed. 

Q, — They pay land revenue. 

A. — They pay peslihash. They don’t pay land revenue. Their assess- 
ment is not revised once in thirty years. 

Q, — ^Don’t you think that land revenue is part of the cost of the busi- 
ness rather than a tax? When you buy land, you pay such a price as 
would be justified by the net income you would receive from the land. 
You would take into account the land revenue that you will have to x^ay 
and deduct the same from the income. So that it is not a regular tax 
that you are paying. A tax would be on the net income you derive. 

A. — I do not think so in this province. In arriving at the net income, 
expenses of cnltivatioii and other factors come into consideration. There 
is already a great deal of feeling that sufficient amount is not allowed 
for other things. 

Q. — Suppose A is buying land and B is buying a factors^ 
Each is ])repared to spend JIs. 20,000. Each one would expect to moke a uct 
profit of Ks. 1,000. A will buy land which 'would bring hini a net Rs. 1,000. 
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Jliat woiiici mean the amomifc tluat would be left to bim 
cmtivaiioi'i ami tbo land 'revenue lias been nakL On tb- 

nlnl tlTr^ f would siiniiarly take into ammnt 

num tlw factory, the wages of the lahonrers, the. eohi of r? 
cost of prodnetiotv ■ ' " ''' ' ■ ' ' ‘ 

lie tvoiilcl he 


. and' theii ' if ' he' IliKis ' t 
pS'eint^d to pay lis. 20,000, 
are on a par. If one inveKta lis. 20,000 o 
«amo aiummt on Iruid, Imth wmM get t 
mmit, in what way are t!u*se two diifer 
the anioimt of revenne that will hare to I 
finally remain in the pocket. Are not these tw 
A. —yes. 

charge ■.ineoTne-tax for ■ i 
suggest .agr icnlt II ra! i ncoi 
already ■ pa^' 


— in that ease you 
A.— That is wliy I 
Q.— .It is said that the first is 
A.—lhat is the loeling; Init 1 flou't agree to it. 

iVc.sWwf. Q.— With regard to Q. 50 if Govenuiioat have a con 
plete monopoly then you would advocate a protective dutj^? 

, - A.— Yes. , 

the nnmopoi'hj^" t'‘'JVoninieut umlcrtakhi, 

A.— Unless it is jai.vinti ili.n i„a,v not coiitiiiue i„ iiiainifaei nre. 

iimlerlaluDgs of tlnii sort are .satis 

I»lieve, gir, that State undertakings are for the good of tin 
M ? Vliola’Pmklenty prohibition as the goal in the near fnturs iu th. 

' lint, I think, T ought to have said ‘graduti 

piohibttton only, do not want iinmediate prohibition to-ntorrow. 

])r. I’amiijpye. Q. You nieun it is a pious tispiraLion? 

i "'“mW like to roach it within a minibcr of voi'-a 

I riiei© IS the economic consideration first. ' .foa,a, 

experience of laliour unions is there 
III moji® ftl^nteeism on Monday mornings P uiuous, is cnerc 

ff;'!!'A.^Ye8.'5' ' 

1*1': Q.^Have you got any statistics? 

' +i,« l’“l^ I have seen in the famine tireas and other idaccs whore 

It r'1 'f "oek alf the money 

I at least most of it used to go to the toddy shop. In fact I ma le ^4 

> fiTTr^ 1 I? five miles o1 

. the camp, wud that luis uot done with the result that all the moiiov wmq 

going to the toddy sdiop. Tlioro was also a ro.'Jolutimi on this question 

^ Sussed." "J’ *" it w.as mil 

orde?t7 net -fol; imce.ssury food in 


habiti l^l‘"il'j l>y liassiug a decree you can cure them 

‘ A.— I think so. There are so many things that the State 
for putting a stop to this evil. fo i- 

|i. Q. — How are you going to stop it? 

W : A.— When you remove the temptation from them, there will be 
ftj^pt them. 

not temptation exist as long as the tan trees exist? 

1 1 J lijgpiag to stop it? . k . 

j 1 1 1 A*— step it ' 



Q. — Has it clone so in America? 

A. —There are so many stories about American prohibition that I can- 
not speak with any authority. 1 have read a number of books and leaflets 
that say it has heon a very great success, but there are some others w^ho 
$ay that it is an absolute failure. 

Q. — It depends on what you call a success. 

A. — It depends upon the persons wdio visit and report also. It lias been 
known that there is less absenteeism on Monday and also there are luor© 
savings in the banks, etc. 

Q. — Is there any absenteeism on Aloiiday moiiiiiig? 

A. — Absenteeism alone need not be taken into consideration. 

Q. — But that is one of tlie aspects wdiich has been suggested in 

.America, . 

A. — Til at evil may not exist, hut I cannot commit myself to any opinion 
in tliat^ matter unless I have statistics, liut there are other things wdiicli 
are sufficiently grave for the Government to take action in this matter. 

Q. — ^AVhat are they? 

A. — As i said the poor earnings of the bread-winner of the family 
go to the toddy shop ancl so other members of the family suffer. 

Q. — Do you propose to stop the money being spent on drinking as the 
result of your scheme? * 

A. — To some extent it will be stopped. Then drink wdll not be available 
so easily as at present. 

Q. — On the other liancl, our information is that in the provinces where 
there are no shops it is mnch more easily available. 

A. — I have also liearcl that. But the official estimates and the non- 
official estimates always differ. 

Q. — ^We had a non-official witness in the Punjab -who said that he had 
come across 60 stills in one jungle. 

A. — May he. When we want to put down an evil of long standing, 
such illicit distillation is sure to crop up, but it ought to be stopped. It 
may also be due to the want of supervision by the abhari department. 

Q. — Would yon then allow it to be put dowm hy an army of officials? 

A, — I think if more officials are necessary, we should he prepared for 
it. '■■■ ' ' ' ' . 

Q.— You say experience in this Presidency shows that wdiile the revenue 
derived from the tax on drink has increased, there has been no correspond- 
ing decrease in consumption. Are you making this statement from the offi- 
cial reports or from tlie non-official reports? 

A. — Only from the official statistics. 

Q. — But official statistics show that there has been a decrease, 

A. — I say corresponding decrease with reference to the increase of 
revenue. 

Q. — ^Would you mind explaining to us what is meant by ^^correspo'tid- 

mg deci'ease'^ ? 

A.— I mean the percentage increase of revenue is higher than the per- 
centage decrease of consumption. Therefore, I do not think doubling the 

taxation is the onlv wav. 

• *' •• 

Q. — ^Wonld you hold in a matter of this kind that the decrease in con- 
sumption should bear the exact proportion to the increase in revenue? 

A.' — At least as nearly as possible. 

Q. — ^Would you apply tliis theory to anj’- other tax? 

A.— I do not know that. The policy is said to be the maximum revenue 
and minimum consumption. We point out that the former has been 
achieved, but the latter has not been achieved even according to the 
statistics. ' 

Q.— Is not the point where you get uncontrollable illicit distillation a 
limiting factor? , 

A. — Yes, of course. . , , t . f i 1 1 ‘ 
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Q.—lf you iiegloet ttim p&mt,^ it k ijdite easy tn extirii^aisli lieli con- 
smiiptioii altogether, ^ I woiiW point oat there are provinces where there 
hfts peea a reduction of inore than 50 per centj in licit con- 
iiimptioii as the result of increasing tlio reyen ue and recliictloii of shops, 

uo experience of those pravlnces. Bo I cannot endorse this 


C|.— Yon^ say. **Sweet toddy is at praSent free from d«t%% Separate 
ii«!is©<H are issned for it, I think a troo-tax will do**, '' ^ 


A,— *\Separate licenses are issued** is wronu 
are issued**. 


it slionld he ^hio licenses 


1 1 ' : 


Bli" 


Q, — ^l¥Iiai do you mean by that? 

, A.j— A troe-tax ^ean J>o levied. If it is a sonrco of revenue I do not 
Blind taxing it. it it is proposed to tap other sources of revemie instead 
Of levying a tree-tp a small tax might he levied on the quantity of toddy 
used tor industrial purposes. 


Q.— That means it will indirectly affect the trade in sugar made out 

of fan mw, ■ ■ ■ ■. 


IIH- 


-.■'"■A. — ItMnay-'he. 

Q‘ suggest a ‘tax on hanking transactions as one of the suli- 

slifcute taxes to inake__ up to some <‘xtent the loss in excise revenue. l>o 
you mean to say that it is not desirable to encourage jieople of India to use 
banks instead of hoarding their money? 

think the tendency to invest money in hanks has grown tolerably 
IWW and nothing will prevent the banking transactions going on as usuaf. 




"1 ¥ » i , 


j't'j; would be the amount j one per cent? 

5 [ r . A*--I think it may be half a per cent on every transaction, 
i ^ Dr, Faranjpye. Q, — You mean to say on every (hecjue also? 
; A. — I think we are already paying on cheques. 


Q.^ — Do you mean every time you draw a hundred-rupees cheque you 
will have to pay eight annas? * 


A.— It may be. Tf not, they will have to send their money by money- 
order; in that ease too the State gets some money. 

President. Q.— You say you would advocate also a tax on entei*taiii- 
r:ptptk';4ha"^e you made any estimate of the yield? ’ , 


5 A. — I have not made any estimate. I have heard that in Bengal the 

amusement tax has yielded Bs. 21 lakhs. 


lh\ Ilyiler, Q. — ^What entertainments would yon tax? 

A. — Wherever admission is by tickets for which money is charged. 


Q.—Tbat means people wdio live in the town will pay and other people 
who indulge in singing parties and in villages would not pay. 

A. — Yes. 




Q. — Will it not amount to taxing one class of people? 

A.— It might be taxing one class of people, but it will be only taxing 
the peopl(> who are in a position to pay; whereas the people who "get free 
entertainments, naturally, have other obligations under which they will 
have to pay. 







Q , — Have you studied the general nature of these taxes? 

A. — \o, except what is given in the annexure to your questionnaire, 
T have no idea. But X had a talk with some merchants and learnt wliat 
their feelings are and found that almost all of them are in favour of them. 
But they will not come out and say it. 




— Can you tell us if you have any other tax to propose? 

. — have already sent in a memorandum to your Committee wdiere 
e proposed different taxes. 


Q. — Wo have been through the Temperance Association Memorandum, 
do you agree with it? 


A , — My siig^e^oit almost the same, 

■ ’ • ' ■ I- • ' . 
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Q.— I am afraid according to yonr suggestion it^will be difficult to make 
up tile excise revenue from the taxes which you have proposed. 

A.-— Yes, that is why I say gradual prohibition, as revenue considera- 
tions matter very much in this country. 

Dr. Paranjpye, Q. — You say land revenue in India is a tax; but in 
temporarily-settled areas it is a tax, and in permanently-settled areas it is 
a rent. 

A, —Yes. Wliat I mean is the relationship existing between the land- 
lord or the zamindar and the tenant has been settled, but there also the 
C4overnment is in an unfortunate position. I do not know whether they 
liave power to evict the tenant. I do not think the Government is in a 
position to evict the tenant whenever it wants. 

D}\ Eyder, Q. — Your view is that land revenue is a tax? 


Q. — Let us follow this line of argument, but it is a tax on what? 

A. — It is a tax on the net income. 

Q. — You being a logical man, you will apply all the principles of taxa- 
tion to this net income, that is to saj^, you would have a graduation. You 
would apply the principle of graduation, also the principle of differentiation, 
that is to say, earned and unearned. I now come to this line of reasoning 
from another point of view. You are aware that in England and other 
countries, land is private property. 

A.— Yes. 

Q. — ^You are also aware that people in England and other countries 
advocate a tax on all the increments in value which are not resulting either 
from the individual effort or from the sinking of capital. 

' A. — In fact, I have stated in one place that I would like the incre- 
ments in value to be taxed. 

Q. — It really comes to this, that the State can appropriate all that can 
be attributed to the land as such, after making an allowance for the indi- 
vidual effort plus the investment of capital on it. 

A. — Not all, but only a portion of it. Just as in income-tax it is only 
a portion of the income that the State can take. 

Q. — I accept that, but what difference is there left between the land 
revenue regaixled as rent and land revenue regarded as a tax. Is there 
any material difference? 

A. — There is no material difference except that there has been un- 
necessary academic discussion whether land revenue is a tax or rent. If it is 
considered as a tax, it must bear relation to the net income as income-tax 
bears to the income, 

Q. — Coming to the other line of argument, in your opinion, the State 
would be justified in appropriating a portion of this unearned increment. 
Then it strikes me we are only fighting with words and there is not much 
material left for this warfare of works in India for the last fifty years. 

A. — I think so. I am rather inclined to concur with you in this. After 
reading the literature on these questions, I have come to the conclusion 
that the State should get something, but whether land revenue is a rent 
or a tax, I think it is more an academic discussion, which does not serve 
any useful i)urpose. 

The President. Q. — ^You say “a tax on betel and areca-nuts will be a tax 
on necessaries as tlie habit of chewing is universal, and the difficulty of 
assessing it will be great’ ^ Would you apply that principle to other 
things like ganjaj etc.ri ^ 

A. — No. The chewing habit has become a necessity in India and also 
it is cohsidered good by Indian doctors. 

Q. — ^Is not tobacco a necessitj^ for those who are addicted to smoking? 

A. — I think tobacco chewing and tobacco smoking also has become a 
habit with Indians. Especially tobacco chewing is a great necessity. I have 
also suggested the difficulty of assessing it more than anything else. It has 
unfortunately become a necessity of life with the poorer class of people. 

Q. — Does not chewing betel, etc., lead to tineconomic expenditure? 

A. — ^I think so, but doctoi's that' it aids digestion, 





l^r. rnrmv/p}^e, Q,— -As regards yotir answer oa death duties, I 
yon prefer ^ Prof. Eignano's suggestion that the rate of the duty 
3 iicrei:Lse with the numhcn* of times the property eiiaiiges hands. I 
like that snggastion? 

A. — It may increase, It may he, in three or four gonorations, 

Q.— I think Ins proposal is three generations. 

A. — I do not agree exactly witli tlmt. 

Q. — How^ many generations you would like? 

A.—' I think it can go up to five or six gonej'ations. 

Q.*— -With regard to your ans^rer to Q. 138, you say, ^^That th< 
should (‘hange as the jiroperty changes hands and also on a gra 
scale aeeorditig to the value of the proj^orty and the degree of < 
guinity”, it does not moan that tliere should be any progressive 1r 
in the case of death duties. The change of rater; from year to 
moaUB that you have not a uniform' rate of taxation for all ekates? 

A. — ] tlid nob think of it from that imint of view. 

Q. — Have you coiisidej‘ed to any extent the question of tlie 
family? You say ftuile rightly: '‘On the hirlh of a male child, tin 
becomes eniitled to a share in the property, ii' ih<^ child dies evei 
lew <ln.vs, his .sliare will have lo be laxeih This i.s not fair’*. It 
he tlifhcnh. at any rate io ';ay vlnUljer it is fair <»r not, but liow a 
going, to tax? ■ 

A.-“ T have suggesloil iii my answer (c) iliat '‘1 would pi-ei'er 
the shave oi tJie property of ihc dot*oased in the case of all adult p- 
i.e., perHons who die after attaining the age of majority under the 

, Q."—- 1 wctuld ppfc to yoti that according to your sekome you wmulf 

the Hindu community much more favourably than any otlier comn 
1 give you an iilusti’afcion. Supposing titere is a Cliiistian A who 
son B and Hindu C who has a son 1) and both have exactly the sair 
perty. When Clliristian A dies, his son B will inherit the ‘whole pr< 
and couHoquondy ho will have to pay the dutv on the whole estate 
the other hand, wlion the Hindu C dies lu.s son D inherits half, as 1 
alrea«ly entitled to the other half immediately he was horn. Tin 
will see ivhen C dies his only son D inherits rnilv half the property. 
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MMMj. Bao Balmdiir P. T. SRINIVASACKABIAR, B.A., B.L,, 
Special Officer, Piilblio Works (Irrigation) Department, Ciiepank, 
Madras, was enamimed. 


Written memorandum of Mr. Srini^asacliariar. 

(Note. — The \i 0 ws set out in this luemoianduin are my i)er8o.nal views.) 

The Taxation Comini bbeej it is understood, have not so far found that the 
Government of any province have a defined policy on the subject of ivater- 
rates. The Cominitteo evidently desire to Jay down a definite policy if 
X>ossible. 

The conditions of provinces are so diverse that it would seem to be difficult 
to arrive at a general policy adaptable to the conditions of each province 
regarding the levy of water-rate : e.g., as will be explained later, neither 
the system of modules in force in the Punjab nor that of leasing obtaining in 
Bihar and Orissa would be suitable to this Presidency. And again the con- 
cessions found necessary in the Central Provinces, which are a baclavard 
tract, are hardly needed in Madras, where people except in parts of the 
Agency are fairly advanced and are sufficiently alive to the benelits of irri- 
gation. In my humble opinion, each province will have to evolve a policy 
of its own suitable to its i^ecuiiar local conditions. 

2. In this province about 70 per cent of irrigation revenue is from land 
which is classed as wet in the revenue accounts and on v/hich the charge for 
water is consolidated with the land assessment. The consolidated wet assess- 
ment is fixed on a consideration of the quality of the soil, the nature of the 
wat6r-sui>ply, the situatioji of the field with reference to its soui*ce of irri- 
gation and certain other factors, but has no specific relation to the value 
of wuiter. Governinent lands registered as di\y are in certain localities charged 
water-rate at an amounr eciual to the difference between the dry assessment 
on the land and the corresponding "vvet assessment, or a fraction thereof ac- 
cording to the nature of the crop. This method of charging for water is 
known as the differential water-rate system. Government lands (regis'tered 
as dry) in tracts, other than those where the differentia] water-rate system 
is in force, and proprietary lands are charged fixed water-rates. There is 
a general scale of lixecl water-rates, but special rates have l^eeu prescribed 
for certain special irrigation works. The various scales are given in the 
answers furnished by this Govenimeul to the questionnairo issued by the 
Committee. 

At one time it w^as thought that the fixed rate should take into account 
not only of the supply capacity of the source, hut also of the ])rocluctive 
value of the soil to which the water was applied. Such a system would 
savour someivhafc of the differential water-rate systeiin ^ The latest view, 
however, is in favour of a simple scale which should eliminate all indehiute 
factors, such as the nature of soils and the effect of water upon them, and 
take account only of the more definite factors, vua., the area irrigated, kie 
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(jUiintity of water supplied determined witli refertmoo to tlio iinfn™ of fi.o 

iS5“tapi«L7°fVfeUto»“MS”«”' “a .wait 

of f®™® 1‘ar^ly Jiw«!sary here to enter into an elaborate discussion 

Sipoiidins: wet rate TIia fc»fno i ^ of assessiiieiit and the corre~ 

i. d.„..5lenl S ,TrMAT‘oTlSmZt"^^^ f 2^'“ 

Goveniiiient are- entitled to the v^hm fi! In theory 

irconLjlfonTilhaVl^'^^^^^^ a fraction of tills anCSf®’ Furthe ” 

made aleeTaratiS Sat Xre rftor% Government have 

by mo“r ttn*^°8iTero: “ 

ilk ' rjifA M fjo t IK <5 ji ^ in the c«ise of the IWCehtiJi* nroiect 

system. The system is* therefor imtidtoli +o p differential water-rate 
regards existing works it hivolves ’an uniS^ “® 

The proposal of the Government *to vonfoof^+i^ sacrifice of public revenue, 
simple system of fixed rates wbioh n/livT? *^*'f ii^® differential system by a 
according to exigencies is, thietore^eWe* 

irrigatS^soulS^®nto^tW gro^s*^wi^°rXrenee to’thl\r®'^ I® *f 

Group I. Group II. Group III. 

f 'l , ; ', , BS. A. P. ES, A. P. ES. A. p. 

Fora Single wat crop per acre ., ., hio 430 3 ‘>n 

Do. d.y crop par acre .. .. „ .t ? " f ^ ^ 

Do. crop per acre ., .. u 6 0 6 i 0 4 fl o 

Blightly lower rates are proposed for certain special tracts 'I'lio 
calo IS intended to apply to existing worlcs and it L open to Goveril 
to fix enhanml inoncy rates in the case of now works if nSsarv ThfXn 

nfff ^orlnrl !' Government has the merit of simplicity so far M^the^groin” 
mg of sour^ and the classitieation of crops are eoncwned -Rnt 
IS whether the money rates are based on any definite pSiplJ ^ 

5. The policy that should bo followed in the clotermi nation of wifoi. 
rates wa.s discussed at length in the later half of the ninotoo.ftb PP,ff„Z i 
the vioiv,s then o.xpressod may be suniiuarised as follows:— 

tj,„. W“t<jr-rate should bo fixed so low as to make it moderate in order 
that it might not press hard on inferior land. umaue ui older 

"isGiod suggested above would involve a cert-iin amm,r.+ 
sacrifice of r^enue and if this is to be avoided it TZld be necrsa^v Thave 
gradatioiis nf water-rate. Such gradations should have refwene J to 
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(iii) T^e rate of water ccss should be determined by tlio wants of the 
State, the inaximuni being the sum which the ryot, is able to pay wiUiout 
diseouragenient to industry and improvement, and the niinmum tho amount 
required to reimburse the expenses incurred in furnishing the water and 
the interest thereon. 


(iv) The rate should bo fixed with reference to the cost of the supply 
to the Government and tlie increased value given to the land by the supply, 
by its safety from inundation, the freedom of its drainage and the saving 
in the cost of conveyance by the substitution of water for land transport. 

(v) Water-rate should be uniform and not graduated according to tho 
supposed profits of the recipient, as the .value of the wmter to the seller re- 
mains the same wdiatever the purpose for wdiich it is used. 

In my humble opinion, ’water-rates should be fixed on a due considera- 
tion of the wants of the State, the increased value given to land by the 
supi^ly and the economic condition of the tract. 

The wants of the State should be determined not solely with reference 
LO the cost of the i^articular irrigation -work; regard should be had also to 
the cost of general administration including the cost of providing irrigation 
facilities in tracts less favourably situated. “Each district of the province 
is not to be governed for its o’^vn sake only or to be assessed according to its 
own requirements”: e.g., the rich deltaic tracts of Godavari, Kistna and 
Oauvery where the existing rates are very low ought to pay the . full f air 
rates, ^so that Government may have a sufficient surplus for the improvement 
of irrigation in districts like Bellary and Anantapur. 

The State is also entitled to a share in the additional value given to land 
by the supply of -water to it at the cost of the general ^tax-payer. No hard- 
and-fast rule can be laid down as to how this share should be determined; 
each case will have to be decided on its own merits. The value of the Govern- 
ment share may be recovered either in a lump sum or by an annual levy 
merged in the w'ater-rate. The latter course, however, seems preferable for 
the following reasons : — 

The levy of a lump sum virtually amounts to a redemption of a portion 
of the annual charge for water and to the extent to which the charge is so 
redeemed, Government will be deprived of the benefit of periodical revision. 

During the initial stages of the working of a new irrigation system and 
mrtil conditions are fairly settled, a readjustment of the ayacut may be 
found necessary. The levy of a fee may he construed as implying a guaran- 
tee to supply w\ater and as precluding Government from excluding from the 
ayaciLt any land on -which the fee has been recovered. 

From the point of view of the ryot, there is tho objection that ho 
will have to pay a premium before he has reaped any actual benefit from 
the irrigation work. The levy of a lump siim is likely to be strongly re- 
sented, by ryot, while a small enhancement in water-rate would probably 
go unnoticed. In this connection, I would invite attention to the vehement 
opposition which the proposal to levy a small inclusion fee in the Kistna 
Eastern and Godavari Western deltas has evoked. 

Lastly, the ability of the ryot to pay should also be taken into 
account in fixing tho rates. The rates should not be so high as to press 
hard on the land, but should be fixed so as to leave a reasonable margin 
to the raiyat. 

6. Judging i“rom the standards mentioned above the existing scale of 
fixed rates as well as the scale which the Government intend to introduce are 
exceedingly low. The existing scale was drawn up more than half a century 
ago. Since then, conditions lurvc considerably changed. The cost of adminis- 
tration has increased ; tlie value of water has gone up in view of the high 
cost of construction of new works, and the prices of food crops have ^ also 
The rvot can well alford to ]>ay four or even five times the extisbiiig 


risen. 


rates. For example, Government charge Bs. 5 xier acre for a single wet crop 
on proprietary lands in the Godavari delta, whereas in some of the neigh- 
bouring estates the proprietors charge as much as Bs. 20 for water supplied 
from a far inferior source. It is reported that under the Atmakur Lite 
Irrigation Company’s pumping system, a water-rate of Bs. 4 per acre is paid 
to the Government, and Hs. 8-4-0 to the company in addition to a x>^^nuum 
of Rs. 50 per acre charged by the company. At 25 years purchase the pre- 
mium works out to Bs. 2 per acre. Thus , the total amount paid per acre 
is Bs. 14-4-0. The existing rates may, I sxtbmit, be doubled without causing 
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any the least htu-dship to the ryot, and yet there was such a strong, opposition 
111 the Legislative Council to the raising of the rate oven to Es. 6-4-0. I 

aoi ill raid that it would iimpossihle to secure a fair rate uuless the peoole^s 
re|)reReiiiati’res 211 the hegisIatiYe Council chaiige their lueiitality. The meiu- 
hers for Gmiavari and Kistiia coiiteuded that the delta works in their dis- 
tricte were construeted at a comparatively small cost, that the outlay had been 
recouped several times ^ over and that there was no justification for any in- 
crease ift rates. Similarly, the Taiijoro members miglft contend that the 
opgiiial works in the Gauvery delta were constructed by native klufTB* that 
the irrigation revenue derived from the delta is more than sufficient to cover 
tho cost of iinprovemonls, and any increase in rates would lie uniiist. The 
members who ohioct to any eniuineoment of the existing scale are the first to 
urge » that the Government should undertake extensive schemes in famine 
afiectec! <listrict&. if the Godavari, Kistna and Cauvery deltas are to be let 
on \vith a light ^eharge, ifcjs difficult to see how fiincls can be found for the 
ctevolopment of irrigation in tracts less favourably situated. 

^ The Legislative Council insisted that it should have a voice in the deter* 
aiination of water-j*atos. £11 deference to their wishes, a provision" has been 
made in tim irrigation Bill that waier-raies shall be fixed by means of 
a Jaxation Bill. In yiinv of tho resjionsibility which the members of the 
touHcii have assumed, it is hoped that they will give up the shoj-t-sighted 
polk-y which ihey have liithcrfco oursued and view the question in a broader 


7. in the iiueslioimnlro issued l>y the Committee, mention is made of 
certain idans which have been suggested or adopted olsowlicre. They are — 

(i) To charge the bare cost of su|>|) lying the water, including interest on 
cii|Htai invested. 

. (H) To charge a fair oomineroial rate. 

(ill) To increase the land ^ revenue by taking the same proportiott of 
tlie fiombined output of land and water as w'ouk! otherwise have been taken 
of the output of the land. 

(iv) To eluirge by volume. 

(v) To seli^ tho water by auction to the liigliest bitkler. 

To tlie above may he added the system of leasing which seems to be in vogue 
in certain provinces. 1 have dealt with item (i) in connection with the 
principles on which water-rates should b© fixed. 1 ivould, how^ever, repeat my 
pphiiofi that water-rates should be fixed with reference to the wants of th^ 
State including the cost of supply, the additional value imparted to the land 
by the supply and the ability of the ryot to pay. As regards item (ii) I ven- 
ture to submit that it would be objectionable to view the State in its relation 
to its subjects as a mercantile business concern. While the State is entitled 
to raise by means of taxation the funds required for purposes of adminiB- 
trution, it is equally bound to see to tho welfare of its subjects, and anything 
which would savour of a comniereial business transaction between the* State 
and ryots should, 1 submit, be deprecated. T'lic proposal is also likely 
to dislocate tho system oi I’eveiiue administration in this province. Item (iii) 
is dealt with later in connection with the subject of (jonsolidatod assesBinent. 

■’The system of charging' by volume has been dealt witli at length by the 
Irrigation Cmmuission of 1901-1903 and by Mr, Leach in his report disposed 
of in G,0. No. 10B9, Bevetmo, dated 19th July 1923, I can adci nothing U$4- 
iul to tho conciusions urri^’‘ad at by Mr, Loach with whom I entirely agree. 

The proposal to sell water by auction to the liighest bidder or to lease 
it for a term of years is iiiso objectionahie on the ground that it would 
render it impossible for Govorinnenb to deal directly with the ijiclivicluaJ 
ryot. Disputes are bound to arise in tiic matter of distribution of the charge 
by the auction purchaser or the lessee among the ryots and their recovery. 
1 am aware of the existence of the system of leasing iu some of the other 
provinces, but tiiore tho ryots were somewhat lukewarm, and special induce- 
ments were found necessary to encourage them to use (‘anal umter. In this 
province tho ryots do not stand in need" of any such inducement. I^loreover, 
iho Irrigation Acts of those provinces contain a specific provision onabiing th© 
middlemen to collect water-rate by summary process (vide Sections 83, Bengal 
Tn*iga|mAut, '^nd : S^otions 46 and '47 Northern India Canal and 'walmage 
Act); th0^eTs no amdar provision in our Irrigation Bill. The !ote«©' or' the 
purchaser will, therefore, have to resort to ordinary civil court, and we 
know what civil litigation in tliis province means. 
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8, In coiiclusionj I would submit tlnat th© land teiixires of this provinco 
are peculiar. Under the same irrigation work there are ryotwari lands 
lu iiior iiiaius, whole mam lands and permanently-settled estate lands The 
(irops grown ai-e not uniform, llie lands do not all have equal rights 
Inero are vested rights such as mamul wet rights to he respected. The 
policy has all along been for the Government to deal directly with the indivi- 
dual lyot, and there is a lack of cooperative spirit amon*g the ryots gene- 
rally. in these circumstances, a system of simplified acreage water-rates, such 
as the Government had in view, seems to be the one best suited to the con- 
ditions of this province. The money rates proposed, however, are capable 
of enhancement. I would also suggest that the system of levying consoli- 
dated assessment, which is a serious impediment to the growth of irrigation 
revenue, be abolished and that all irrigated lands be registered as dry and 
charged the appropriate water-rate in addition to- the dry rate of assessment. 
The value of consolidation is detracted by the limitations to which the assess- 
ment of land revenue is now subject. Consolidation may have been a useful 
expedient at a time wlien lyots did not fully appreciate the benefits of irri- 
gation, but conditions bave changed since and there is no longer any need 
for it. The only advantage of consolidation is that the registered holder of 
a wet field is bound to pay tbe assessment thereon, whether he cultivates it or 
not, provided water was available. This advantage can be had even ■without 
consolidation by registering tlie lauds as bapat wet, as is done in Godavari 
and Kistna, Bapat wet lands are dry lands for vhich tbe ryot desires a 
supply for the irriga-tion of a wet crop not for a single year only but from 
year to year, and his application is sanctioned. Lands so registered are 
liable to water-rate whether cultivated or not, provided water is available, 
until the ryot applies for a discontinuance of the supply which seldom hap- 
pens. I would urge not only that there should he no consolidation in future, 
hut also that the registry of all existing wet lands be altered from wet to dry 
at resettlement. More than 70 per cent of the irrigation revenue is from 
lands registered as wet, and unless their registry is altered, there will be 
little or no scope for the expansion of the irrigation revenue derived from 
them. I anticipate no legal difficulty in the matter. The right of a ryotwari 
landholder of land registered as wet is limited to a continuance of such 
supply as is sufficient for his accustomed requirements, and my proposal does 
not interfere with this right. Under the existing water-rate rules, Govern- 
ment may, at their pleasure and without rendering themselves liable to any 
compensation, discontinue supply to land registered as dry. This rule will 
require modification in respect of lands which have undergone a change of 
registry from wet to dry. There is also a provision in the Irrigation Bill 
that lands registered as^cliy which have been irrigated with wet crops con- 
tinuously for a period of ten years acquire a right to supply. In some quar- 
ters it has been suggested that the difficulty created By the system of consoli- 
dation in regard to the free development of irrigation revenue may be obvi- 
ated by the levy of special rates of wet assessment. This remedy, I submit, 
is objectionable as offending -against the principles of settlement, 

■ Ml?. g’ave evidesice as follows , 

The President, Q. — You arc now Revenue Officer for the Mettur 
project? 

A.-~Yes. 

— You have been intimately connected with the Irrigation Bill and 
with questions of land revenue iind water-rates as Under Secretary and 
Secretary in the Land Revenue Department? 

^ _Yes ; in fact, I drafted the Irrigation Bill. 

— ^You have also written a book on Irrigation Law? 

A.— Yes. ^ I 

Sir Percy Thomx>son. Q. — Could you tell us exactly what is meant by 
classing land* as wet and dry? 

A —Yes. Where land is cultivated with wet crops— paddy is the principal 
wet crop in this province--the Settlement Officer fixes the outturn on the 
basis of nadd^" being grown, and determines the money value ol it -ivibii 
refei'ence to the comnnitation prices. ^ The assessment is fixed on the basis of 
the money value after 'making certain deductions. The land as assessed is 
classed as wet in the revenue accoun'fjs. 
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Q.— What IS a wet crop and what is a 

IS <^liitssocl a,s a wGt fffjr) niif 
crop. ' 

difference hcLwooii Ih 

one can, and the otW* cannot, he grown wi 

^ qtiastion of what is gmwr 
lands are cliTided into two classes, dry and 

nngat^d from an irrigation sotirco, and on ■ 
asBMsment on these lands is consolidated 
made. The standard wAt Arnn isi •i-L-.V. 


tli?' cr«p may vary. In soiw ace. f t ^ 0‘® Principal 

others cmnlm. In parts of Bcllarv for ov^inmf ’ ’•+ in some 

tliree crops. ^ Jicilaij, loi example, it is a mixture of two or 

garden crops in”^thi? Pr^dency p'' Th^v*fre*^differe explain about 

other provinces? *re.siaencyp they are different from garden crops in 

seenis to '^o nnXi'ltoodin’hhLTprovb 

in J-.., i, "itaLnS,™! T »"»Sf T„ X“”a.4i''ySS 

crop^hy welllirrigation"*^ b!if .sTnoo'*wo "do”not" nmke mv ‘'T ® 

improvetnent, you would only pay a dry raloP ^ ^ riiarge for the 

or less a.s'wet *land8’*and\ear wot' nwessment ^*That i«”wf T t **’®®*®^ 

I said that the practice was not n.dCm! ^ 

as d?yl?nlp P''®S''<J««ey well-irrigation is treated 

A.— Yes. 

.Srs '» 

' £ 1 I ei.tnnat6 the dry assessment on that landp 

nssesainto will*^ I^edT**’ treated as wet land and wet rate of 

between the^ wetland assessment ^ '^11* *"'*^*‘^ difference 

5’°» calculate what tiie drv a.s..^.mo^+. 
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])r. ILijdev. Q. — For sucli hiiuls, do you eliarge ^Tater-raieP 

A.-~We eiiarge a wet assessment, but not the full wet assessment. As I 
have already said, it is an intermediate rate; i.e., a little more than the 
diy'' rate and a little loss tliau the wot rate. It is lAiid revenue and not 
w ater-rate. 

Q.^ — That can only come about in the case of swampy lauds. 

A. — Not necessarily: we have got some very good lands classed as 
i'lianavari in this province. 

J)r, Paranji'>ye, Q. — In South Kaiiara, for instance, you do not want 
irrigation for growing }>}Kldy. There is much rain there. ‘Whnt assessment 
do you charge there? 

A. — cliarge wet assessment. Tlie supply from rain is also supple- 
mented by periodica! supplies from natural streams. In. those tracts in 
ISEalabar and South Kaiiara, wliere the fields are not so supplemented, but 
arc entirely dependent on rain, we charge inanavarl rates. 

The Pre.vdenf. Q. — As regards the existing arrangements, 70 per cent 
of the irrigation revenue is derived from wet assessment. 

A. — Yes, from a consolidated wet assessment. 

Q.-yThat, as pointed out in your statement, tends bo become less and Jess 
proportionate to the advantages accruing fi-om water owing to the smaller 
increase taken in tho assessments of land revenue at the successive 
settlements. 

A. —Yes. 

Q.“Caii you give ns an idea of vhat sort of increases have been taken 
at the I’ecent land revonuo settlements? 

A. — ^J’n South Areot, where an increase of about 45 or 50 ]:)er cent would 
have been justified. Government only took 30 per cent in tho case of wet 
lands, .ill the Tuugabluiclra, which is a very rich tract and which is 
considered sujierior to the C 'an very ^ delta, the eiihaucemenfc was only 
25 per cent although a very much higher rate would have been justified. 
I{e<*ently, Government undertook to fix a maximum limit on the.se enhance- 
ments, and the limit wliicli they have agreed to is 18| per (*ent. In Bellary, 
the reseitlemeiii rates have not yet been introduced and Government, 
instead of .levying 25 imr cent as already ordered, propose to levy only 
18-| per cent as against 30 per cent and iO per cent, wliic-h tlioy would bV 
quite justified in imposing. 

Q.— vSo that the I'oburii for the water has a continual tendency to be very 
much less under the system of the consolidated rate.^ 

A.— Yes. 

Q. — Then you mention two different systems of water-rate for lands that 
do not come under the consolidated rate. One is the differential rate which 
is in force in certain districts: is that in force over the greater pari, of the 
remaining area? 

A. — It is in force in about eight or nine districts. 

Q. — Government liave sriven that up? 

A.— Yes. 

Q. — They are reverting to a system of fixed water-rate wliieli is already 
ill force in tixe remaining districts? 

A. — Yes. 

Q. — How does the low iiereentage affect permanently-settled areas as 
compared with ryotwari areas? 

A. — The zamindari ryots pay about 20 per cent less than what the 
Government i*yots pay. 

Q. — The zamiudari. r>^ot not only pays very much less, but he gets 
Government water at lower rates? 

A. — Yes, at more than a rupee less. 

The Maharajadhiraja Bahadur of Bimlwan. Q , — I iinderstaiul you to say 
that in a zamindari the ryots get water direct from Govei'innent and 
Government charges water-rate from those ryots tit a lesser rate than, wimt 
they charge from Government's own ryots, 

A.—Yes. 

, ; , . Tii— ifi - ' ' : 








• 'Scoit that tho clifferwico is ot|iuiI to fcho wci 

dry assesKraerit. How do yon arrive at ihe wei assesi 

assessment is fixed at the sei^ement hv thc' 

OiPeoi:i|| > ^ . 

, ; he take account of? 


Q.— \\hat is the imson for this cliffei'ciiee? 

a'.sess?iieivt In theeksp'nf V* a ^ f V asHessiiK^iit am drv 




t.>. 

i!- •' s-.a-ni-Kia. i pa.ys pra.-t.VaJly 


tiai ditforontiul^-nteit'rote'sy^^^ f'Ovoniim'nt i-.v.ii pny^ iindtM’ 


Mr Ferefj IhompsoiK Q.— Is iliat iiitentionar^ 

,;;,'ii'' 'f'm'i"'';'.- .■'' »"> 

U<. I> ihere was a higc'(«oisHnfitiuii in tlte*disiriH 

<oine ijjto exisieneo ahoni 55 Uors -um TUi; ^ ^ tfje iis. 4 rate 

^ nS* 1 f V*" •>^‘‘<1 water-rate K.vhtem. Water-rat® k 

«i /r'" Oevi'rmneiit ryot tuxler the dilforenti.il water-rate IvXm 

whereaN the wimiiKlari ryot jhivh a fixe.1 eluirK<>. "owi-iaie syawra, 

"/ i^iirdtraii. Q. --Suiiposo there m a eanal 
•a.Ied A «i»i that It .S the zaniindari ryot smd C the Oovennit' >it TJot 

•o>"! ■'"' ’»''l•'‘'•-'■ate k (i\(‘d. n, the wunindar! i-vol 

ond i, the («overnniinii pii\ ai tlit* sanii^ rnte*-' 


to «1C to hi* quite fair that anybody who ^ets wafer from 
* tins etna! shotikl pay the same i-do In tb*.. kit.... ^ 


/ this mmi «hotikl pay the same rate. In the ease of' the fliffintnutbil w”i or 
lau; h^cause a man happens to l,e a (Government ryot, he is i la^ 
a ttsfferent ruin iin#-! vr^st fik.--. _ t • t . . : i'***'' 


a_ diferetit rate and you also say that the rate at wineli waior is charged to 
mmuHlari'-ryot IS fee- ■ - -* ■ - ■ mj 


slit* /aiiiinular! ryot is less tfiati the rale the (feveninanjt rvoi lots ti 7 nav 
fitnin /rir/e, U strikes me tlmt ytnir naier-rau* >,vviem works iimm hnVdt 


I It Struves me inai ytnir nater-rau* >,vviem works more hardlv 

oti your ryots than it doe^ cm thr* zamindari r^'ois. 

A. H is iiof ilmi. it works ]ifir<l on the* (Gtoan inneni rvot , but ihaf 

ru',T!l "'i' "*' '■"'"•ef"'' 1 " 'i'*' Xiiinii.d.irl 1^01. Tho ■ ,<mo..s.Mon ‘k 
aceuientai; it is not iniimtiomil. 


A5hai is the reuMm for the zamindnri r>of this eoneeshion? 

I* f slakHh in the ouwi 

et (Maertmicnf ryots, ilm ehari^e rcq)res(*nts the dillerenee beiwmm the wet 

* VTi^ this system was fird initiated, the a%'erage 
<iidcrentml m e was prohuhly equal to the hxed riue llmi the zaniimlari rvnf 
^as paying. Ihil at each setilemeal ihe wet and drv assessmenlH are raiskl 
t!io 3» a liigher proportion than the dry assessment, with tJie 

result that the differenee is also earraspondinffly raised, while the rate that 
luo zammclari ryot pays remains more or less fixed. . 








..-.KhK-o ltva..ic.in ..n<.hdi,st..i..t' ■ 

the «tai)l« iH'oduco. So tlic _(.iitfcu,-i. on oucli r-laa,s o\ land is detc,-nii ux hv 
n.oans ol tko croDpino oKpon.ne.it, and after nmking tl.o usual decluetioii for 
v.e.ss.tndos ot the sea.so.i, cultivation expenses, etc., a projiortioii is taken as 
represent, UK the. C over.,, uent share That is the ivot assessment. The erop 
that IS taken as Iho .sta.idard ,s d.ftei-ent, and i.i the case of ivet lands t e 
tiU'ihtics lor irngHtion are also taken into account. 

Q.— Are thei-o a.iy net lands ivhieh get no in-igation whaleve.' from 
Government sources:^ i nuin 

• wuiun-iin hinds are wet lands. The 

prm.uples ol settlement are quite d.ftei-ent in Malabar. In fad, in Blalahar 
and South Ivaiiara, no irrigation works are co.istruoted by Government. 

Q.— Ai'e your differential rates equal to the outtnrn on your wet lands 
minus the outturn on your dry lands? 

A.— Xo. It is the difference between the wet rate of land revenue 
assessment and the dry rate ot land revenue assessment. 

Sir Perc)/ Thompson. Q.— Supposing your net assets per acre of laud of 
a certain quahty is, ,say, _Es 10 as dry land and Bs. 40 as wet land; if the 
procodui'c at settlement is to take 25 per cent of the net as, sets yon will 
got the revenue nsses.smont Hs. 2i and lls. 10 respectively. Your tater-rato 
would he the difteronee between the two, viz., Rs. 7^? 

A. — ^It will he under tlie differontial water-rate system. 

^ Q."'"So that on tliis procedure yon limit yourself to charging for water 
2o per cent of the net increase in the value of tlie land due to the application 
ot water ^ 

A. — ^Yes. 

The rreskleni-. Q.-™ls iiot the fallacy uiulei‘lying the whole of the differ- 
ential system, tiiat land wliicli is in the first tarnhi drv will also he in the 
tirst farani wet? 

l>t‘. Under, Q.--Will you please in the first place define what a taram 


A.' dauuLs in a village are classilied according to the out' 
for irrigation, meairs ol" conimuni(*ation and so on, and are 
different groups. Foi* each i(tram or group a separate rate 
is fixed. Himilariy in the ease of dry land, different ftinims 
for each iarnui a differ(mt rate of a.ssessnient is fixed. 

Xow a lirsl iuntm dry land need not nec'Cssarily l>e a (ir.^ 
land when irrigated. 

Hir Pen’ll Tlunn psoii . Q. — ^^'lly? 

A. — Because there are some lands wliieh do not take to i 
well. For instance, the black cotton soil is considered in thes 
more suitable for dry cultivation than for web cultivation 
iiecaiise tlie black cotton soil hai)pejrs to be a lirsti tarnni di^ 
if it is irrigated it must undej- the first htrain wet is ecu 






ia Bahadur ci/ lli/#v/im« ii . it 4- .1 

intniciueetl by tlje itself*^ '*‘I h H mu mnr 

A.~ft ..s in vogue only in eight distririK 

Aru ‘iri‘''r '■■'■ 

Governiiient wnsis^of ?e/ni!",.!*^,l,‘ (ioveniinent. II iJ,.. 
«s Honnd. iwnihus «ho advocnle the .^^.tem. it will !«. aeeetitocl 

<?.~irmi long lin.s this heen in fnc.ep 

y- it wns only .serioii.-ly inh-o,luccil in |!ili|..n 
iVie PrejiideaL Q.-^Wonbl vnu 4 1 

,„-oe««~-wl,at the. f.an„n„ hn.s to do VunI ", on?'*' ^ Hh' nholo 
^ A.""'-n.K‘ ItjnifUn Iia8- to ilirk t j 

lie tnhe, the tli<jl„f register wherein the diV "" '* ''' ‘i''.'" Innd. 

he has to find ont tlie (snnvspo.nlii? Vet o r"'*','!* .hen 

Iho wot tiiiil dry inav ho even in idcs Ho'ho i J'? 'hliereiue hetwi'en 

All thin involves „ good d:,:,;\,T Sin -en. 

"" '■•'"'I'liwUrHl proeoss, 

, , Sir Ferci/ Thompson, O— Yoo^iiv 

irngution rovuiiuc h I'rof.f huui iv hidi j. 1 !" f 

.'MTuunfs'? voii Imv; tJio revemio 

'"“ ; r;l"''"f "■■.'’■" 

»oii .11 ,i:L."'‘'s""3;x ;:d;;;^;:.L.'':i,S‘'jr:;! ‘Ji"”' “ 

f Sx'.'iil.!'” "«.■ ti'd;™,‘x„fc;'C'g iS 

Q.— It would Ire put right in ilio next settlement? 

A, TeSj it ife heou (?oiilinuously irrif>-ate<l 

,i. J's E;'S;.'ii.‘i;i^,' r"'-' 

A. — ^Yes, ' 

Q.-In the ..onsolidutcd rate, the water is guaranteed? 

A.— Yes. 

^^Q.-TU. aao™.„i.i 

A. — ^Yes. 

wate??' <3--S«l>l)0se in any particular year you cannot give 

the more important dehaic S>''*"g «'atcr, especially under 

teerl IJlfm'td t?'thi' W 0^^^ ll.f gua!?"S’'lt!.**‘*‘ 

systeuis— the diifereiitial rntti iUHl the 'ilxod niio two differeiit 

O.-You'lav !lmi?r ? «'‘0- he dilferontial rate, 

and introdneo the fixed "nit!!??""/?!, ‘IdForinitial rate 

tho rroi.s nu \]m -roiinrl? Mipfdy uml 

A. — Yey. 

11.. »»- 

A.— Ara$. , " ’ * 

*iAS';r;;rei“sf£, tSiS”:;- fc" .i-, 

»d .L. 

pay a lower rate " “ pm-anous source %i 

«^cli?ncyP® can 







Q. — How often and oil 

A. T ^voiilcl rovtso the i'ates with i'efereiK'O to the 
In iact, there wa.s a eoiuinittce- 
to consider that system and they 
each resettlement. 

Q-~You lire piopotiing to iibolLsh the consolidated wet i-ate altogether 

Vvoilid you not advocate a i^eriodieal revisioR — say ■■ ' '' .*=’ 

A. — I'es, if tlie prices would justify it, we n 
and iMwiso the rates. 1 have uo objection to timt. 

h>-"-And you. would not take the onil; 
ihe cost of ■maintemuH-e into account, os- 
rates 


what data should the revision take place? 

. ‘ increase in pr 

-the \\ ater-Hates Committee-— -appoi 
reported in favour of 3*evisiim the rate 


cost and 
uiinimiim 


Q.— Your raU's Mould he fixed hy the Council 

A.— rhat is tlie idea underlyiup; the IrrigaiJon Hill \l i 
means ol a taxation Bill. Hitherto, it was hv rules made 
Irrigatioji Cess Act. 

Q.— Would you regard water-rate as taxation? 

A. Not mIioIIv. It is partly iax:ii.i(.)U and {uartly a service p< 

Q.-~-You say, *‘;rhe rale of \yater cess should lie determined h 
ol the btate, the maximum being the sum which the rvot is ' 
without discouragenioiit to industry and imjij-ovemcnt and the m 
amount reciiurcd to reimburse the expenses incurred in funiislun 
and the interest thereon’k 

■ A.— Yes.'' , 

Q. — ^Youid you have uniform rates througliout the pj'ovince? 

A. — ft may not be possible; for instance, a Bellary ryot j 
able to pay as much as a Kistiia or Godavari ryot. Yoii will Im 








hr. Q.— In oidci- (o a 

piu'L III Older i,t> pay for the lo.s.>, in i„„ 

ilic*. iiiiHOHi tliat emi get in esuii 

way might Ikj used for the ndviuiee of 


OKI tills raiMHK of the rate, 

Uier, if iHji iiiurli hviier N 
Aiiy MirphiH e}>ia!ite<I 
irrigHlioii ifi oilier imris. 


Ill nite 


ytiii 




tle^ hoiirees wliieh have been 
lijai is, iaiiils which were 
hiivc }y fanni inter- 

H;n‘ IS n zaiiiiiiden tank iuhI 
through it, tiio Chn-t*i‘mnei{t 
the h-md I’oriiterfy irrigated 
aiiowcd i r<‘c hsmI iliai huul io 


iHiereept(*d h.v Ci«n*crimii*iit irri< 
originally irrigated from irrivatc 
copied hy the Chivernincnt work- 
Chwwiiiieiit eonsivnct a eanaf 
making it iiraeticalfy o^ui. \ou in rc omi i 
from the zainindari lank. Government narer is 
knoan as ^aKfmul weih 

Uttpui weV is tli'v land, either Goveninamt: 
to avoid the tronhie ot having an annual 
applies lor water lor hi.s held, and the wai(‘r a pi 
(government and the ryot raises a wet crop 
registered in the accounts a.s hnpnf wet. Prfndde<l tin 
is iC‘f|Uiie<l Ui pay wliether he uses the water or Jioi 
any time ask ilu' (omn’iinamt stop i]ki >iipn}v Huj 
to pay the i»roper uiw i-ate due for a uei <.t‘op, nnit‘^^ th 
of water, 

Q.— lie practically has guttranlee <d waier!" 

A. — -Ye®. 

luive been iTiiaking 

Q.-'-And would >ou advocate i 

A,"‘-'Xot in a jump .sum. j woi 

Q-“~“Would you not make it 

A. — No; 1 will inaki^ it a jierm 

Sir Percy Tkumpmn. tj.— Yoi 
at re^ettleiiieiitP 

. I ' A.~*We haT6 to deal not only with the (•lovernmont 
mmmdari lauds. 

^ Q.— Tho increase at .seltleinent is very strictly limited 

'‘Vi^ In the iiwst place, the Govenimenb don't* ta 

recotiily tins lurther restriction has lieen imposed. 

The Premlml, — Under your prtffsosal to ahoii.sh t 
rate you will have to give a right to irrigation, 

A.’ - ‘in faet, they get it under the Bill automat icafi 

Sir Pnry T/mmpsoa, (,>,-~dlas your suggestion to ..p,o 
lides been dealt with in the Biilp 

-There is nothing lluu'c alMiut. ifm rai(v-v. 11 k‘ i. 
in iho Laud Revenue Settlement Bill. 

The PrrtihfrfP . (J. - Only at present tijer<‘ is noth 

Settlement Officer to settle the irrigated laud as tonsoli 


a C‘harg4‘ lor inchishm in the {iyuryff 


Q. — ^Even at Rs. 15 they will take the water? 

A.— Ye«. If they get water, they are bound to pay under the Act. 

Q--Uiuler the Bill no charge is to be made for 
peicolation. If a person does not take water for his land, while neonle 

*** 1 ^® water, he will get the benefit of the wafer bv 
poi eolation; or he may sink a well ni his field and he can get water. * 

A.— There is no objection now to sinking a well. The ouesHon 
percolation is under the consideration of the Government. I 'know that 
this exemption is going to land us in difficulties and the oiiestion if beinn 
very seriously considered by the Government. 'luesnion is being 

Ihe President.^ Q.— In the Punjab certain principles have been laid down 
be AfitteTls irrigation enterprises should 

A. — .1 am in favour of that. 

Q. Iho socoiid is that tho ratos should bo uniform. 

A. 1 (h) uot think that will he possihie, exeex^t in lioino^^eneoiis ai-eas. 

Q. — The third is that the sup^ily of water should he so l’o^2:ulated that 
each man sliould get enough for an average rotation oi‘ crops. 

vrr. h province there are some 

vested riglits to be respected. 

Q. — Is there not enormous waste of water? 

A.-- Yes, there is. But the courts have given l arious deci,sioiis as regards 
the rights ot the ryotwari holders nnd we are bound to give water sufficient 
lor their aeoiistomed requirements’. The phrase ‘accustomed requirements’ 
IS very wide. If he is accustomed to waste water, he may claim he is 
ontituHl to get it. 

Q — ])()ii’t von take the opinion of agricultural experts? 

A.~~~But the tenant will not have any difficnity in getting another expert 
to say that it is absolutely necessary. We are trxn'ng to take some power to 
control supplies. 

Q.—-The next principle is that the charge should vary with the crop. 

A, — III this province the charge does vary with the crop. 

'/>?;. Paranjpye, Q. — Suppose you can grow either rice or sngar-eaiio on 
a particular piece of land and both require the same amount of 'water. Now 
growing sugar-cane is far more profitable than growing rice. Do you charge 
the two crops at different rates on this ground? 

A. — Noj T would not do that. I will take the land as a whole. I will 
take what additional value land has acquired liy the application of water 
and take that into account when fixing the rate. This year lie may grow 
sugar-i'ane. ft 1 ask him to pay higher i*ate this year, next year if .he leaves 
ihe land fallow he may claim iliat wo are not entitled to charge anything. 

Dr. FimtnJinje, Q. — Irrespective of any n.so that he makes of the water? 

A. — That is practically introducing the volumetric system. 

Q. — ^Why do not you depute one of your officers to study that system? 

A. — It has been already condemned. You will find it in Mr. Leaclffs 
report. 

The Premdenf, Q.— You could uot possibly work it here? 

A, — ^No, Sir, we cannot.^ There are practical difficulties. Afr. Leach has 
also dealt with that <{uestion. Air. Galletti^ is in favour of it. Among 
tlie engineers themselves there seems to he a difference of opinion. The final 
conclusion arrived at was that in this province it will he a failure. 

Q. — Has it been tried? 

A. — ^It has not been tried. The Chief Minister lias promised to try It in 
one particular channel No serious attempt has so far lieeu made. 

Q. — ^Wlio manage the supplies from the particular channels? 

A. — There are informal panchayats, not statutory bodies. 

Q.“— Do you know of tank panchayats in Mysore? 

A.—No. ' 




i'rt't'iiyjli 





Q. Yoa have itoiiie panchayntK hcrep 
A.—Yes. 

f>r. Tnmnjpye. Q.— In Mysore there are local bodies. 

A. ^Tho Irrigation Bill does provide for (hem here. 

•“ ’■'■"“"•I'.'- 

I have., no knowkwlge -of. it. 

Hare ^ they fed to yoii? ' 

A. So far as my knowledge goes there lias been no prote.st. 

Q.^Are they for Ih,. sysiem of panelmyat or are thev agaimsl 

oHccit: 'rt all 

tlnpp.Vlte ‘'i'iMe.-.e,l by liigher (W 

Hir Pvnn V7//o«/,.voh, (^.-D,, 

propily “'-e troai.sl 

• I prindplesr^’l Ln'(hm”l*'.PT ■' r" *’*■ from the first two 

tr ''r 

= f 'r 

jj| Bwle there are very poor and eannofc afford to pav t! 0 rXs reonhwl to 

‘ districts! ^ ^ ^ it for the hacltwiml 

.,oi 'T’ ’'"r "" of that seiieme 

ami not on Uie (Iciiiorii.s ol’ some other st'lieniep 

A.— I wouhl use it for the henefit fif other selieme.s. 

Q.^ — Then you are not treat irm the s<«]iemes ;is a whole. 

ArotimsS::?'^-^"’"" ■'■■'“ '■> f"- — ‘i'<‘ 

A.— The ryoU ean alford to f>ay fhs, 15 . The Hoard ami iho 
(on fc antieipaie any fliflmitlty. I think ihey can roasomililv pay, beeaiise 

;.4T™"iat,'';r£ i.;!: 

Q.— Then you liave no programme of seheme.s. If 1 understand vou 
'V? '■J’hompson, you said tlmt you would utilise 

the surplus for other schemes. You admit that people here liave had to 
wait until ihey woi’e able to pay Iks. lop 

•ixhr'^n ^'aited on that account. In fact, it is the eoiresi>on(Ienee 

with the Government of India and the Secretary of State and some eontro- 

* ® Government that has been responsible for the delay 

j 5 ;in eeqmiting the scheme. om uemy 

Q-— Is there a great field for the extension of irri- 




Q.— Is there a great field foj 

I l||i 1 ' !4rr^y ,(rf storage and reservoir schemes. 

fl! iiSi- ■' ^ 
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Q — pay? 

A,~--When it is profttal)}© for the ryots to pay they will pay. There may 
be the will to pay; but there is the cpiestion of means also. For example, 
in the Ap;ei-i('y where the inhabitants are aboriginal tribes and are not 
sufficiently lulvanced in agriculture, we cannot expect thorn to pay the same 
rates as in the plains. 


Mr. R. SUBBIAH HAIBIT, Proprietor, Messrs. S- Miller & €o., 
Cigar Mamifactixrers, Bindigtil, representing the Cigar 
Mamifiacturers of Bindignl and Trichinopoly, 
was next examined. 


Written memorandttm of Mr. Subhiah Haidn. 

Prule<ii<m of houie intlusfrij. — The cigar industiy in India lias been in 
existence on a lai'ge scale lor more tlian a century, giving employment to 
sorerai thousancls of hands. .Dindigul and Trichinopoly are the only centres 
of cigar factoihes in tJie whole of Jiidia, excei>tiiig Madras, where there is 
only one factory, Tliis big 1 ndian "industry supporting many lives requires 
protection by the (bivernment as a ^diome industry”, as various Governments 
are supporting their lioino industries. 

1. Vrohihlflve inipoi-f diiiif on foreign-made cigars and cigarettes , — in 
some of the British Dominions and Colonies and in almost all foreign countries 
as well, tlie inijKirt duty is so proliihitive as to effectually xu’event import 
of any .Indian cigars into those countries. Hence, the import duty in India 
on iiie foi’eigii cigars, cigarettes and inaniifactured tobacco must be levied 
at the specific duty of Hs. 7-8-0 i>er lb. net weight, as tlie present system 
of ad valorem duty does not produce the revenue proportionate to the value 
of the shipments of cigars, cigarettes and manufactured tobacco imx)orted 
into British India. 

2. The countervailing excise dufi/*~May be levied on cigarettes and 
manufactured tobacco produced by machinery in British India, ^ just as the 
excise duty is levied on the Indian mill-made clothes. This excise duty will 
not only yield extra, revenue, but also will protect the home industry of hand- 
made cigars and cigarettes. 

S. Import chiti/ on raw tohacco to he witJidraivn. — As a general rule, al- 
most all the raw products, wliicli are imported into a country for manufac- 
turing purposes, ai'e aliowed free of duty. Therefore, the import duty on 
raw tobacco wrapper leaves, which are imported into India, for the wrappers 
on (dgars, at Ee. 1 per lb., should be withdrawn, or at least some reduction 
in the same duty may ])e made, as no Indian-grown tobacco wrappers for 
cigars are available. For instance, in the Dominion of Canada, the unmanu- 
factured tol)ficco is aliowed '‘free” of duty. 

Below, the rates of import duty in some of the British and foreign coun- 
tries on cigars, (‘igareties and mimaiinfacturecV tobacco are given for tlie 
guidance oh the Taxation Committee, for the sake of their comparison with 
the present import duly on cigars, cigarettes and unmanufactured tobacco 
in Brilisli India,: — 

(1) ITnite^d Kingdom — 
iJigars at £0-15-7 X)er lb. 

Cigarettes at £0-12-7 per lb. ^ nn a o n 

Unmanufactured and unstemmed tobacco at £0-8-2 per ib. 


■if 

I 




(2) British Bontli Africa — 

Cigars and cigarillos at £0-8-6 per lb., and in addition 15 per cent 

(‘iga.rettes at £04)-0 per lb., and 15 per cent ad valorem, 
Ihmianufaclnred tobacco at £0-3-6 per Ib. 

(3) The (bmiiion wealth of Australia,— 

Cigars at £0-13-0 per lb. 

Cigarettes at £0-12-0 i^er lb. 

Eaw tobacco at £0-2^6 per lb, 
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( 4 ) States af AiwericR*^ 

fJ'eroots of all kinds f 4.50 per Ih. and 25 per 

Wrapper tolmrco and filler tol.nwo, when mixed or packed with 
peT"lb wrapper tohacco, if nnsteinined at § 2.10 

( 5 ) The Bomiiiioa ef Caimcla- — 

Uniimniifaeturetl tobaeeo “Free*’ . 

Cjicars at f 3.90 par ih. and 25 per rent rtd valorem. 

Cigarettes at $ 4.70 per lb. aiai 25 per cent ad valorem. 


ir. miamaii jsraidii ga¥e oral eTidence as follows : — 

/// f A\H.-~*-Tlie eigar iiidiistrj in .India has been in existence on a 
or mom than a coutiir,>, giving employment to nevera! thousands 
Dindigu and Jriehinopoly are the only centres of cigar factories 
■e ot India, excepimg Madras, where there is only one factory, 
’oojpf/e. Q. — ].s it not a cottage industry? 

is nmm or less a cottage industry. The largo factories are those 
. UaUes and McDowells 'rnis big Fndian industry snpportimy 
rc(jnir<*s prote<'tion by Ibe Covcnimenl as a home indusfrv as 
crnimnus an* supporting their borne industries. 

liere any tax on I ndian-inade (‘igars? 

; but we pay an import duty uu wrappers. mnst have RMma- 
UB wrappers tor rmr cigars, f have given .some of the duties in 
If countiies, hroiu that you will find tliat the duty on imported 
IS not so much and not suthciently proliiliitive as to suiiport 


. ira , to'hin?<.a> i 
the different 

cigars in India ..... 

the home industry, 

Q,-"~tn one t.housand cigars which you muniirafd ure wind amount of 
imporied material would you roquiixi? 

0 ,.‘^•711 hi-],. class iuaials wc us,- about 

4 !h. ol Fiavana fillers, 

Q. — For ordinary cigars? 

A— 1 to l-i lb. 

1 Q.— How much Indian tobacco do you use for it? 

A.-— It will be 15 to 25 lb. 

Q.— How much would 1,000 cigai’s weigh? 

A. — It depends upon the sir.e .* from 5 to 20 lb. 

Q. — Let us have it as .10 lb. For manufacturing this von want Ib* 
of imported tobacco? ' ‘ 4 * 

A.^ — Yes, on the average. 

Q. — How much imjiort duty have you gol to pay itu ilndr 
A -ALs. D441. 

valorem ? * 

A.— On weight. Even if we import four ponoo worth, of stuff . wc’wilf 
have to pay lie. 1 duty, ’fho duty is Re. 3 per Ib. 

(J.—Whai is the rate of import duty on foreign cigars? 

A.— 1 think they are paying 75 per cent ad valorem. 

Q. — \Vhai is the cost of the same hnunl of foreign cigars? 

A\ — The average price would be Ks. 30 and the duty on that comes to 
Bs. 22-B--0. 

Q. — Bo that for an imi)orb duty of Bs. 22-8-0 that they i}ay, you rnanu-* 
faeture the same brand after paying an import dutv of Rs. 

import tiuty you have an adyan.* 










Q.—Witli that advantage can you not compete with foreign competitors F 

A. It is iinpossibie. People here don’t value Indian goods. They like 
loreigii c/gars very much. 

Q. — Then no amount of cheapness of Indian cigars would enable you 
compete with foreign cigars? 

A. — The masses might smoke tlieni instead of foreign cigarettes. 

Q. — I do not understand your proposition. Even if you have a higher 
duty you cannot compete? 

A. — In^ that case we can introduce foreign liliers to hriiig our quality 
up to the imported standard. 

Q. — You say you would import raw products ijom outside and manu- 
facture here? 

A. — We liave been importing only fillers and wrappers. 

Q.— How would a. liigher duty improve your position? 

A. — ^We could then very easily comi^ete with, foreign cigars as pcoi>le 
won’t go ill then for foreign cigars. 

Q , — In tliat case you might have to pay Rs. 5 in duty. You still have 
an advantage of Rs. 15 i>er 1,000 cigars. 

A, — People like only foreign cigars. 

Q. — You confuse tlie issues. People either do like foreign cigars or tliey 
do not. If they like foreign cigars, they will buy them whatever the quality 
of your cigars may lie. 

A. — If the price is prohibitive they must come to the Indian manu- 
factured goods. Unless you prohibit foreign cigars we cannot compete. 
In some of the British Dominions and Colonies and in almost all foreign 
countries as well, the import duty is so jiroliibitive as effectually to prevent 
import of any Indian cigai's into those countries. Before the AYar wc were 
making large shipments to the United States of America, Australia and 
Egypt. 'Now hai’dly any shipment goes. The buyers coiuiolain that duty has 
become very high. Moreover the weight of the Indian tobacco is heavy. 
If the weight of the foreign-made tobacco is 10 Tb., the weight of tlie Indian- 
made tobacco is 15 ib. So people go only for foreign cigars. On account of 
the latest enhancement they don’t go^ in for our cigars at all. Hence the 
import duty in India on the foreign cigars, cigarettes and manufactured to- 
bacco must be levied at the specific duty of Rs. 7-8-0 per pound net weight, 
as the present system of ad valoi'em. duty does not produce the revenue pro- 
portionate to the value of the shipments of cigars, cigarettes and manu- 
factured tobacco imported into British India. A countervailing excise duty 
may be levied on cigarettes and manufactured tobacco produced by machinery 
in British India, just as the excise duty is levied on the Indian mill-made 
eloth. This excise duty will not only yield extra revenue, but also will pro- 
tect the home industry of hand-made cigars and cigarettes. As a general 
rule, almost all the raw products, which are imported into a country for 
iuaiuifacturing purposes, are allowed free of duty. Therefore, the import 
duty on raw tobacco, wrapper leaves, which are imported into India for the 
wrappers on cigars, at Re 1 per lb., should be withdrawn, or at least some 
reduction in tlie duty may be made, no Indian-grown ' tobacco wrappers 
for cigars are available. For instance, in the Dominion of Canada, mnuanu- 
fa<‘tured tobacco is allowed free of' duty. The rates of import duty in 
some British and foreign countries on cigars, cigarettes and umnanufactured 
tobacco are given for the guidance of the Taxation Committee,^ for the sake 
of their comparison with the present import duty on cigars, cigarettes and 
unmanufactured tobacco in British India: 

United Kingdom : cigars at £0-15-7 per lb. ; cigarettes at £0-12-7 per 
Ib.j unmanufactured and unstemmed tobacco at .£0-8-2 per lb. 

British South Africa: cigars and cigarillos at £0-8-6 per Ib., and in 
addition 15 per cent ad valorem; cigarettes at £0-6-0 per lb. and 15 per cent 
ad valorem; nn manufactured tobacco a,t £0-3-6 per lb. 

The Commonwealth of Australia: cigars at £0-13-0 per 11).; cigcU’ctles 
at £0-12-0 per lb.; raw tobacco at £0-2-6 per lb. 

The United States of America: cigars, cigarettes and cheroots of all 
kinds I 4.50 per lb., and 25 per cent ad valorem. 
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Ike I emit ni. Q.— Yott m’-Milc! like the? tiiiiiiaiiitfiieiiirocl tehaceo 
ffOfc? and laaeh I tie-made cigars and cigarettes taxed f 

i.*-— There , are no .inaehme-iimda cigars in India. 

«E;ri.'T; 3 - >"■ 

, : A ~¥i^. ' 

Q.— Ill India ilie dui.v k even icssr’ 

A. " Hi\ 1 |ier Ih, 

1^. ia ntijcr t-oiifilrtOH duly is higher lhaa in ladiii. 

A.--^Bec*ati.se those <i!atiniries ctadnin rich |>eojde. 

^ iSh't; Perf'i/ fhoinpsoH: Q.--Ymi quote the rak> ia Lhc Ihulcd Khmdmn. 
I here as no iirotaction t!i€U*e at all. 

A.— Because there is no tobacco grown in the United Kinedom. Ali 
must l)c imported. ' ' " 

i ). — I suggest that there 
laclured toha('Cf) in lUc Un 
tohacco is MaNled in manuh 
ittanni'iici ured IuIuhco me; 

cigars? ' 


Oil cigars and unmanii- 
d' the uJMnaiiufactoiaa] 
‘A/. ]K'r poiHid on an- 
ot dial ot In.'S. 7d. on 


fh\ l*ifntuijpjv. i).- -Waw call wn gel any lurtlicr inouey iroin taxaiion 
cd tidmcco? Have you gul any proposa’:^ (‘xcepi n!i>r 

A.— It is the only proposal I liave. I do not see any other way of tax- 
i»g iohaw). 

Q.-— What do you think of charging an acreage duty on the (*uitivatioii 

■„ol' to'lmecof ^ 

A. — It yon charge that, tin* lohacco-gron ing pco{d(' will t'utireiy discon- 
tiniie the crop. Mven for Ihe Iasi ihrei* oj- iimr ycar.N tnany i«ihacco hekiH 
ha.ve been convertei! In the gnnving of cotton, herau'w coHon i.s selling at 
higlier prices. .Moreo\c‘r. tol>acts) reqyirt»> plt'oty of walcw, whert'as cotton 
dcjes not require mu<-h water. Hierefon*. MUne of ihf‘ lohacco iiekls have hecni 
'.converted into cotton Iiekls. 

(Ij.i " C|.— What do you say about licensing the shops for selling tobacco or 

' cigars or cigarettes? 

A. — I don’t think it is practicjiblc. I»n1 llicre is such a system, f think% 
in Bombay, in cities like Aladras and in large cities, that can be Introdueod. 

Q. — Why can’t you introduce it in villages? 

A. — In villages there are no shopvs which sell only <‘igars. 

Q. — Not only cigars, hut all kinds of tobacco y 

A. — Tluit will inconvenience the poor }>eo}de. In ihc->e parts at least, 
tohacco is a thing wld<-h is necessarily rcHjniix'd lor clu'wiug purposi^s. 

Q. — Supposing you sell liy auction the right to sel! t.ohacco over a taluk, 
all kinds of tobacco? 

A. — In iny view the Government will not ho able to control that 
bissluess. 

Q.— Just as you sell liquors, similarly you can soil the right of selling 
tohacco. 

A, — Tluit will not suit this trade. 

■, Q.— A?by not? 

i A. — Because it will be impob.sibie to prevent smuggling. 

— ^We are not going to trouble with smuggling at all; the licensee 
fWdtilS look to it. 

’ A.-^-rEtit there are so many iieopio relying upon tliis iiulastry; they will 
• ■ throat out of w’ork. Not only that, poor people -will also be put to 

j^ou^the license sy.stein is introdueod, tlio tohi«*eo which Is sell- 
. hit; w 'UUe tfie *h|ghfc be sold e%" 0 n for one anna. f canniot in any wiv 
; r^commenl.' pd 
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i!R6iji3tOrax^ 0liasa!i.b6i?' o£'Coi!ja2ii6ro©, -Mad.r^ 

Q. i'i. J he Madras Ohainhor has always opposed Goit^eriuueiii eojuiuer-* 
or .seiiii-eoijjiiieR'iai xindortakiiigs as oheriiig unfair coiiipetilioii to 
Any Govcnainieiit undertaking, however, wdiich does 
with private traders should he ’worked to show a 
The Chamber is also not opposed to a inonopolv 
iivaiiabie. ' . A, 

certain elcnient cf 
concern V'hieii show ,s a sur- 


cial 

private enterprise, 
not compete unfairly 
commercial return, 
profit when same is 5 

Q. 14. — In the o[>inion of the Ch^iPiber, there is a 
taxation in the revenue derived from any 
j)ius on its working. 

C)s. 15 and general i)rinci})ies the Charnhej’ wonhj adv(K*;uo 

that each irrigation sehenie shonid aim at gi\ ing a. ra.ir ('ommeihai return, 
and with tlx' exception of selling w’atcr to the highest bidder, wdii(h is 
wrong ill principle, it would apjiear to he iimnatorial which of the other 
methods meniioiied is adopted, 

y. 18. — Jn the opinion of the Chainber, the dues levied under the Indian 
Ports Act and dues levied under the Port Trust and similar Acts are 
for services rendered and do not talk within the category of taxes imposed 
on the general tax-payer. 

Q. 21. — In estimating the Iiurdeii upon the tax-payer, the Chamber 
cannot see that any object would he served by regarding indirect taxa- 
tion as voluntary a,nd excluding it on that ground, 

y. 23. — Tile Chainhor agrees with the statement attached to this ques- 
iiou and is in favour of lieavy taxation on all luxuries. 

y. 21. —The CJhiuni>er does not favour a tax on entertainments, as 
it considers that, so far as this Presidency is concerned, the revimuo 
would !>e negligible, llie Chamber is also ojiposed to a tax. on railw’ay 
tickets as an uiuieeessary burden on transport. 

Qs. 27, 28 and 29.— The Chamber is of opinion that every member 
of the eommnnity should pay a tax of some sorb. It also considers taxa- 
tion a pro},>er accompaniment of representation and that the taxation 
should he indirect. 

y. 33. — In the event of a substitute being reejuired for other taxa- 
tion that is abolished, the (diamber w'ould not favour an increase in 
tlie rates of income-tax, as it is considered that the j^resent rates are 
sufficiently high. The Chamber would prefer that any taxation abolished 
is made good by indirect taxation. 

Qs. 34, 35 and 36. — In the opinion of tlie Chamber, tlie present scheme 
of gi'adnation is satisfactory, and it does not favour any differentiation in 
favour of earned income or of sums shown to have been invested in 
productive enterprises. I’lie Chamber is further of oihnion that- it w’ould 
be impracticable to make aliow'ances for the number of persons supported 
out of particular incomes, as accurate data ’would be impossible to ob- 
tain. 

Q. 37. — As the Indian super-tax on companies w^as imposed as a 
War measure and approximates to the corporation tax in England, which 
has now been abolished, the Chamber is of oj^iuion that early steps 
should he taken to discontinue the Indian companies^ super-tax. Tn the 
opinion of the Chamber, the commercial and industrial development of 
tlie country can best be carried out by companies formed under the Indian 
Companies' Act, 1913, and any taxation wdiich directly falls on comiianies 
is considered to be inequitable, in view of the fact that private compet- 
ing firms are exem]>t. Tn the opinion of the Chamber, nothing sliould be 
done to discourage tbe formation of indigenous limited companies. 

Q. 40. — The Chaml>er. considers that the exemption limit should he 
fixed as low as practicable, and it is for Government to consider 'whether 
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The PTesident. Q, — May we know whether the views ymi pnt forwai’d 
are those oi the Chaiiiber of Commerce or your own personal views? 

A. They are the views of the Cliainber of Commerce. 

Dr. llyder. Q.—Iii connection witH your answer to Q. 13, I ask 
you wliother yon think iiTigation ought to be niiclertaken l)y Govonimeiit 
or by a eommercia] body,? 

A.' — It ought to he undertaken by Government. 

Q. — You don’t think it is a. commercial or senii-eommorcial undertaking? 

A.— It is a somi-coinmei'cial uudertakiug from the Governnumb point 
of view but not from ours. 

The Pi esidenf . Q. — On Qs. lo and 16, would you treat the irrigation 
enterprise as a whole and apply the surplus of the more favourable schemes 
to the less favourablo ones? 

A. — f think you must treat it as a whole and get rather above the 
fair commercial return on them. 

Q. — Would you have uniform rates in liomogeneous ureas? 

A. — I would not liave uniform rates. T think one scheme would give 
a much better return than another. 

Q. — Would you ])a,se your rate on what tlie sclieme costs you or on 
what the man can pay? 

A.— T tliiiik. generally speaking, you would have to vary the rate in 
the initial stages. In certain cases irrigation schemes will have to bring 
hinds under cultivation whidi were not fej'tile before, and peiliaps would 
not pay at first. Therefore yon will have to he prepared to accept ratlier 
a less return on new irrigation sclumies coiui>ared with the other irrigation 
schemes of long stand ing. As the lands reach the same level of fertility, 
you would level up the rates. 

Percy ^Thomjifioiu Q . — Supposing you have a very favourable 
scheme which gives a good return and you charge Rs. 5 an nvro jier annum 
on it. Then you have another unfavourable scheme which is much more 
expensive and in order to pay its way you have to charge Es. 15 an acre 
and still the people there think it is not too high to pay having regard fco 
the benefits received by them. In that case Es. 5 on the fii'st scheme is 
ridiculously small and tlie people would be willing to pay Es. 15. Having 
charged Es. 5 on the first scheme, will you keep it iimiltered or split the 
difference and charge both. Es. 10? 

A. — No I don’t approve that. I woiild^ prefer that Government aim 
nt, say, a return of 8 per cent on all the iringation schemes, f am not 

quite sure what ])erceutage you have now on the capital invested l)iit 

T think 8 per cent a fairly moderate return. 

Q. — My point is this. 8up]>osing you have a certain uumljcr uf 
schemes in existence with Es. 5 an acre and you get what you aim at, 

8 per cent or so. Then comes the question of the initiation of other 

schemes which are going to he more expensive and costly. Are you going 
to get the money from the scheme itself or from the Rs. 5 people? 

A. — Quite so. If you have land which is going to be brought under 
cultivation ami which is going to cost Rs. 15 an acre, I do not see wiiy 
the man who is able to bring bis land under irrigation for Rs. 5.,, should 
be made to suffer. 

Q. — “Tu the first instance, you ought never to have charged Rs. 5, 
])ut you should have charged Es. 15 to start with. 

A. — ^;Rs. ^ would probably be not a very low charge in the initial stages 
of that scheme. 

Q. — ^Mlay we assume that it was Rs. 5 an acre and that Rs. 5 
would pay the Government very handsomely and give 8 per cent or so? 
Now then the Government goes in for far more difficult schemes which 
exceed the cost of the other schemes and which require mxich more 
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Q. — Suppose in A scheme the water-rate is Rs, 5 and in B scheme 
whicli is a new scheme the water-rate is Es. 15, yon would not, of course, 
object to the A scheme which might be a long-standing project giving from 
Rs. 5 to Rs. 7 hut you would not put the rates up simply for the sake of 
B scheme. 

A. — From the Go^'ernment point of view you might possibly have to, 
but on general principle L would not allow one project to pay for another. 

The President, Q. — ^What we have to do is to determine the burden of 
taxation on particular classes of people. Supposing you tax tobacco, you 
would not consider it as voluntary and as such exclude itp 


Br, Ilyder, Q. — You would not favour a tax on entertainments? 

A. — I am personally of oj^inion that a tax on entertainments will not 
yield any substantial revenue and would be negligible. At least in 
M'adras it will yield nothing. 

Q. — A tax on railway tickets yon would not favour? 

A.— No. 

The Mahamjadhiraja Bahadur of Bnrdwan, Q. — You do not favour 

an entertainment tax? 

A. — ^Not ill the Madras Presidency. 

Q. — Supposing it was brought in, don’t you think that it will be 
safer to have it in tlie hands of the Local Government rather than of the 
local bodies ? 

A. — I think it wmuld be administered more fairly by the Local Govern- 
ment, and there will be a better chance of the tax being collected in a 
fairer way. If such a tax is imposed I would favour it being in the 
hands of the Local Government. 

Dr, Paranjpye. Q. — ^What is your reason to think that it would not 
be worth while to impose such a tax? Are there not cinemas and theatres 
in Madras? 

A. — There are some cinemas and I think there are four theatres. 

I should imagine that the scale of fees for admission is such that any 
tax imposed in addition to the present charge will he resented. The 
charges now vary between four annas and three rupees. I doubt if it 
would stand a further charge. 

Q. — ^What about the race-course? 

A. — It is already paying very heavy income-tax, and also pays heavily 
in the amount of labour employed. 

Q. — In otlier places like Bombay and Calcutta racing is taxed. 

A. — Til Bombay and Calcutta they are dealing in very much larger 
sums than we are in Madras. ' ^ 

The Maharajadhiraja Bahadur of Burdioan. Q, — Your races are mostly 
in Guiiuly, but not in the Madras City. 

A,— Yes. 

The President, Q. — ^You say the race-course pa,y.s an income-tax, is it 
■very much? ■ : 

A. — {' say comparatively large sums. 

])r. Faranjpye. Q. — Wiiat is the proportion of the totalizator receipts? 

A. — It is very little. 

The President, Q. — Is there not actually a Bill before the Madras 
Cloimeil to impose a, tax on entertainments? 

A.— I think so. 

Q. — You do not approve of the principles? 

A.—No. 

Br, Hyder, Q, — AYith regard to teiuninal tax, you do not favour a 
tax on passengers? • 

A.— No. 

Q. — ^What is your view about taxation on goods f 

YCl— la . : ' \ 



The I’aifwiiy mtm iin\ are at ii fairly luirh ten 

tax might inteH'ere with the free irioveiiieat of gooclh. 
danger of that in the impoHition of a terminal tax* 

n . Q. — There h n good dee! of termijm 

of Inclia. 

A.**- 1 think so in Bombay. 

Q,— Then you object to its hitroduetion liore? 


A. — I think tolls should bo aholished. ! cannot speak on that wiih 
any autliority. f)ut ] do not think people wonKl object if yon coiild always 
spend the ineome <ni the improvement of roads. If all further taxation 
on cars and other torms of transport were sjamt o!i the roads and tended 
to improve tiny roads, eic., 1 think it wonhl mu, be opj>used. 1 think 
heavy taxation is roNenled b<»can>e the rcanis e^p^H•iall,v out of the municipal 
linuls arc' not at all good. Any form or taxation that would result ui 

the improvement of roads would not he opposed. 

Q, — Actually you have different forms of tax on transit in India. You 
hat'O oc'troi, terminal tax and munieipalisation of markets which brings in 
heavy fees on the sales and you liave here lolls. You liave no objection to iii' 

A- — ^We have no groat ohjeciion. 

Dr. ffyder. Q.— You say afc^ the end of your answers to Qs. 27, 
2S and 29, that ‘‘It also considers taxation a proper uj*coinpunimerit 
of representation and timt thc' taxation slmiiid Ik> indirect”. Well, the 

peo])le who pay these taxes arc* all poor ])eople. 1 ask ycm if ihev’iiavc' 

any representation whatever in any legislative bodies 'or local bodies. 
Therefore they would he i)aying tlu* tax. but ibc'v would ni)t have any 

representation? * ^ 

A.— I thought this wmdd he asked. We faiour indirect taxation as 
direct taxation is easily evaded in many cases. 1 cannot epuie see mysell 
how you could have indirect laxatimr as a projjor aecominjniment' for 
representation, but at the same time indirect taxation is the only %vav 
you can make each member pay something towards the upkeep of the 
Government. 

^ The Presitlent. Q,— You have a capitation tax in Burma, a house tax 
in Assam, a ehowkidari tax in Bengal and the Punjab, also hulvyai in the 
Punjab. Wluit you have corresponding to these here' is the pi-ofessioii tax 
in the rural areas. Are you satisfied with that as far as it goes? 

A. — I have no information abfuit it. 

Q.— We have been told that tlie small viilagi’' trader and the money- 
lender escape taxation more than the others. Would you approve of 
fresh tax on them? ’ , di / I , f >: 

A. — 1 cannot express an opinion. 

8ir Ferry Thompson. Q.— Tn reply to Q. 34, you say that the present 
^hemo of ^graduation is satisfactory. The English syslem was the same 
. as the fudian system up to 1920 and then it was changed. One of the rea- 
sons why the system was given up was the difficulty of mai’giual reliep 
Sujipose you have Hs. 10,000 as the point at whicli the rate changes. A 
man with Hs. 10,001 pays much more than the man with Bs. 10,000. Ho 
pays far more than the difference in the income of one rupee would justify. 

‘ On the other hand, if you have a system of deducting a slice of the income 
' levying up to a certain amount at half rates and the rest at Hill rates 
you can get any sort of graduation you like and avoid the difFicidties on 
i; account of the rates changing. I was wondering whether you thought 
‘Indian system had advantages to overcome difficulties of Hils 
l|spw-r;|-' j: . H ^ ■ 

||l ^ A. — Put In that way, I do not suppose there is 

I f mu# advgula^l 1 1 1 j I ; 4 
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Q. — Are you in favour of tlie differentiation of earned and inieariied 
iiieomes in blii.s country? May I suggest to you one difference in tliis 
resi)Oct between Indian and European conditions? The largest amount of 
unearned income is rents and it would be ridiculous to charge a small 
amount of unearned income, when the vast volume of such income, vi 2 S., 
rents, is nob charged at all. Do you accept that as fair? 

Mr. (irvlann lloss, A. — The i)oint is that there should be a difference 
between earned and unearned incomes. 

Q. — Prhna facie, you obviously would say that 
11s. 5,000 a year fi'om investments is in " ■ 

capacity to pay than a man who has 
amount 


a man who is dra wi n g 
a better position and liaS a better 
. a precarious salary of the same 

and he can afford to pay more by way of income-tax, 

Mr. Graham. Boss. A. — Apart from lands I doubt very much if there 
is much unearned income in India. 

Q. — The suggestion L was making was that it would he an anomaly to 
make a distinction between eorned and unearned income, when as a matter 
of fact the main source of unearned income is not taxed at all. 

Mr. Graham Boss. A. — Quite so. 

Q. — The Indian super-tax on companies is very analogous to the 
English corporation profits tax. The case for it in England disappeared 
when in 1922 it was enacted that under certain circumstances super-tax 
miglit ))e charged on tlie uiulistributed i:)roffts of coini:>anies. There is no 
provision of that kind in India, and therefore a limited company has an 
advantage as compared with a private firm. A private firm is charged 
on the whole of the iprofits it gets, whether distributed or not. Super-tax 
is only paid by a limited company to the extent that its profits are distri- 
buted. 

Jir. Markui/. A . — We feel that in competition with private fiimis limited 
companies have a, disadvantage owing to the 61 per cent super-tax that 
the companies have to pay. 

Q.— What you really mean is that 6|- per cent is too high a price to 
pay for this advantage. 

A. — ^Yes. m 

Q. — ^Would you agree that there is a case for charging limited com- 
panies some kind of tax in view of their privileged positoii regarding super- 
tax? 

Mr. Graham Boss. A. — I think we would do that, so long as it was 
not too high. 

Q. — There is also the fact that a limited company does have some 
advantages in the matter of corporate finance and limited liability which 
private firms cannot have. 

Mr. Graham Boss. A. — Yes. It was in this connection that we said 
that we did not want to have anything done to stop the formation of 
Indian companies. We thought tliat the formation of companies was so 
difficult in India that it would be better not to do anything to stop it. 

Qb — ButA^ the tax that you have to pay is not incommensurate with 
the advantages you get, then would you agree to sui^er-tax? 

A. — ^Yes.' 

Q. — That being so, can you suggest any practical modification in the 
super-tax on companies? 

Mr. Graham Boss. A. — At present if a company pays super-tax out of 
its profits, the shareholders of the company liable to super-tax have also 
to pay super-tax on the dividends. That tends to make wealthy people shy 
off sometimes. It is not a verj^ attractive proposition to men of®^ wealth to 
invest in companies. There is double taxation there. 

The President. Q. — There was an exaggerated case of that in Burma. 
A limited liability company may have money invested in a subsidiary com- 
pany and that company again may have money invested in aTiother sub- 
sidiary company and so on. The last in the chain* pays super-tax: the 
first subsidiaj'v company has to pay super-tax on its dividend, and thus 
''iiper-bax may he levied several times. 

A.—T think m.vvsolf that ilio super-tax on companies is a mistake in 
view of the need of development there is d.t present in India, 


MO 


Q.— Ill a mm like that. woiiH yim allow mi almtoiiioiit to a patent 
conipaiiy for tlie payment of soper-tai:? 

A.— There are very few holding (‘oiiipaniOH in Miwlnw, ^ init 1 voiibider 
tliai thi.s biiper-tax tends against the fornuitioii (»f eomptinies* 1 think it 
is a liandloap. W© are thinking of the need to dovelop trad© and 
industry in Itidia^ and %ve think it can best ho done by tiio formation 
oi companies* 

Bit Pereif T/ion/piion, Q. — Siipjiosing you reduce it by half and make up 
ilie <lifferenc 0 hy taking away the 1!.s, 50,001) free allmninee, limv would that 
cioF Can ymi see any reason why a company^ winch has all rich share- 
holders and roakes ; lIs., 49JXKI slKuikl pav nothing, while a coinp«aiiy 
sisiing of poor shareholders making Rs. 1,00,000 has to pay siiper-tax? 

A. — That might be done.* 

Q.— Isn’t it the case that a good inaiiy private companies are formed 
hero wdth a view to escape the payment of super-tax F 

A. — 1 do not think so. 

Q. — Doidt you think that a family concern is turned into a limited 
company simply to put the profits to reserve F 

Blr. Umhum lioss, A. — I don’t know of a single instance of that kind 
■■■in the Madras ..Presidency. ■■ :.■ ■... ■ 

Mr. T, M, Roa,^. — Another point in this connection is that a conipany 
is hit very hard as compared with a private firm on account vi municipal 
taxation. * In every inunicipalily ivherc a company is trading or has a 
bramh olfice, if the paid-up <'apital of the ('ompany is 10 lakhs of rupees, 
it will have to pay 'Es. SIX) a year to every municipality. ^ There are 
companies in Aladras working in 20 different municipalities paying 
Its. ‘tM a >ear in each. A private firm working alongside In the same 
Imsiness pays only to one municipality. 

Q.— -Is there not an alternative, to t'harge on the profits of companies F 

A. — ^Yes, but if there is a clerk and a one-room office, it is called a 
branch offu^e ami each company having a branch office with 10 lakhs as 
capital has to pay Es. 500 to every nmnicipality in the Presidency, quite 
irrespective of profits. It is assessed on “the capital. W© had this taken 
up hy the Madras Oovernment and L gave ovideneo at Ootacanmnd before 
an Enquiry (Joinmission. It w^as agreed that it was wrong in principle 
that a company should pay to every municipality and a private firm only 
to one. ^ 

The President. Q. — Wliat was this Committee? 

Mr. y. ill. Boss, A. — It was a committee formed last year to consider the 
revision of the Distinct Municipalities Act. They dropped the proposal. The 
only reason they could give for making a difference was that a company 
was much more easy to get at. It does hit companies very hard. A 
large company which has 200 branches tbroughoufc the Presidency pays 
at practically every branch the maximum amount under municipal tax- 
..■■atiO'E*..- . ■ ■ . ■ ■ ' ■:•.■'■■■ 

Sir Percjf Thmupson. Q . — Oo tlicy in additimi pay other faxes such 
as a lax on the annual value of the pixmiises? 

A. — .in municipaiities, yes. - 

regard to the exemption limit, you think the principle in 
fixing a limit should he simply adininistrative convonience. If the limit 
were Bs. 1,000. practically the number of assessees would be doubled and 
the amount of extra revenue obtained relatively small. With Rs. 1,500 
m the limit, do you think you would get the same result? 

have said that the exemption limit should he fixed as low as 

practicable. 

. Q. — ^Your answer to Q. 41; do you think there is much evasion hero? 

A. ---I do not think so. 

'i|^' Q*— »We have bec^i told that in many cases tax-payers keep diferent 
Wte bf hooks for income-tax purposes. 

w:as .Some confusion over this question at firat. W© ^do not 
■ the Es. 5d,(H)0 free allowajU'C, That would hit small 

'mmpahlos ah#.’ '^courage such companies. 
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A/r. (rmhain Boss. A. — I liave been an accountant here for nialiy 
years and I never bad the slightest suspicion of it. 

Mr. Mavkai/. A.—lt is juore a tradition than the actual fact: I do 
not think any Collector of Income-tax has seen duplicates of books. 

Br. llifdcr. Q.— Don’t the Chettis keep two or three different kinds 
oi books, one lor the i iicoine-tax Commissioner, one for the trade, etc.? 

A. — I think that is a tradition, not an actual fact. 

Ihe 1 resident. Q.—Don’t j^ou think that in the case of income-tax 
leUiins the number of books brought before Chartered Accountants has 
increased very largely since the high rate was imposed? 

Mr. Brahani Boss. ^ A.— 1 don’t think so. It has increased since the 
new income-tax ^ administration has come in, that is to say, the 
income-tax autliorities have begun to know something about their job 
they are now able to investigate the accounts better. 

Q, In the old days it was a case of happy guessing: they increased 
and increased until you got somewhere near the actuals: then the man 
took tile oooks to the Chartered Accountants, and not before then. 

of the^ lioss. A. 1 think it is due to the better administration 

Sir Percy Thowpsoti. Q,—i take it that in your view this new system 
oi central administration is a distinct advantage. 

A.—lt is a great advantage, because we get one line of argument 
throughout and things admismble in Bengal are now admissible in Madras. 

-onceclecl hi ^Bengal ^ Madras which was readily 

Q.— Please see Q. 43. In England you have what are called General 
ComnussSioneis, wno actually take jiart in the work of assessment 1 was 

Cdlcutta and Madxas, to have a uiuiorin body, probably unpaid, who 
uonld have some voice m the making of assessments or at any rate liave 
judicial powers. 

,r,.f ".O'lkl oppose that here: it is impossible to 

got an absolutely impartial body. 

J9r. Faranjpye. Q. Do you think that a body which, among otliers, 
uould contain members oi your Chainber would not jiroperly look into 
the accounts of Chettis and other Indian assessees? 

Hr. 2Iachay. A.— I do not think they would be qualified. 

Sir Ferc^ Thompson. Q.— At present there is an appeal from the 
Income-tax Othcer uo some superior officer. What do you sav to havine 
between the Income-tax Ofhoer and liis superior officer an unpaid body of 
unprejudiced men:-' ^ 

A.-— We bad the f|ncstion under discu.s.sioa last year and we definitely 
opposed It. Our view was that it would be absolutely impossible in Madras 
liu-rT* >n>I«wtial body who would be accepted by the community S 

Q..— So you advocate that the tm^payer should go straight to the 
superior officer Irom the Income-tax Officer. 

A.--We advocate an appeal to the High Court rather than an appeal 

to the body you mention. 

Q.— Suppose in 11 case no question of law is involved, would you have 
an appeal to the High Court on a question , of faetp 

A.— Yas. 

Q.-— But .suiiposing the intermediate body was in favour of the i-x- 
payer, I tliink the higher official would think twice before going agabist 
their view. Such a body, if constituted, would purely be in the interests 
of the tax-payor and not at all ra the interests of the revenue. 

Mr. Mackenj. A.— I see the advantages of an optional appeal- we 

would accept that. 

il/r. flrahum. li<m. A.— I do not think personally, that it is neces- 
sary here. As lar as our dealings with the inconio-tax authorities are con- 
cerned, we do not have any difficulty in proving anything we want to prove 
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. UiVil a ^("llfifSIULU ailitl IlUJIltWr or 

'Oil feiutislied ivitii tho deoi^^ioJis ari'ivecJ Hi in tlioso cimosP 

' riuiy lum* had to appoal to tiio lii^liohi aitliiority ib 
oiic-rany wo aro vatihlkKl with the deeihioniH. 

i teiuleiK-'V tor offioials to Mipporl out* aoothei'P 

A. — Possibly, Imit we have no eo!ii|duint.s here in regard 
whieh appeals liave been dealt vith. 

r. ^ Q. — Wtnild yon say the satne ihing aboiii Indian 
. that they ha%x* also jio eoiupluints to make about 

dell appeals are dis])osed ot Y 

inui isiUMderublo^experienee in regard to appeals and wo 
ire generally satisfied nilli ilie deiMsions ol tlie appellate 
have hiul^ to^ appeal to the C*mniids.s!oner in some eiisesj 
get satisfnefciou in the end. 

'loss. A.— As a rule, we have tiad no eaiise for eoinplaiiifc. 

m-imn). ^ Q.— You say *’The Chandier would prefer assess- 
H‘ years’^ ^average as being more equitable than on the 
•ome”. Phat is enrious, because tlie agitation in England 
hange the three years’ prineiple to the previous year’s 


, Q, — With regard to Q, 4^, c|o you think it is praetieabkP 

i;r‘A-“;~The advantage would be entirely for the ine<ifno4ax auihoritie*. 
It would enable tbeiii^ if you bad a standard form of accounts, to compare 
the results of, r. .. .. 


say, hides merchants or piece-goods merchants 
•You are in favour of increasing the salt tax? 


Q. — ^You do not favour total prohibition. As representing large ei 
plovers of labour, do you find tbaf. the necessity for prohibition exists 
the shape of nmrked decrease in the imfustrial eflici^Miey of \'our workmer 

A. — We do not speak from the point of view of large enqiloyers 

labour, 

Q.— Ls tliorc a marked absenteeism on the day after the holiday? 


Dr. Pamnjpin\ Q. — On the day after the pay-day? 


The President, Q , — ^Would you object to the increased duty on sugar? 


. Q. — ^How w^ould you levy the excise on indigenous sugar? 

\ * -1,—It would be very difficult. 

^ t Dn Paranjpije, Q . — AVould the duty be on indigenous raw sugar oi 

toflit#4|sug^rP 

I 'k 'fo|w PP0 Government to provide the means to tax. 
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Q. — Tluit would be very diflieiilt. 

A, — Yes] wc realise it. * 

Q.—The sugar iactories will only be a fe^v and you can get at them. 

■ ■■.'"A .—Yes. 

The Freskleiit. Q,— Have you any scheme for an excise on tobacco? 

A.— No. We realise the difficulty of collecting the excise on tobacco. 

Q. — We find in Burma they charge crop rates. 

A. — YAs; that might be done. 

Sir Percy Thompson, Q.— The difficulty is in the varying yields of 
daiidr . . , . ■■ , ■ 

A. — Yes ; there are practical difficulties. 

The President, Q.—The otlier scheme is that you should auction the 
monopoly ot vend in an area consisting ot, say, 20 or 30 villages; the culti- 
vator would be requii'ed to sell his ])roduce either to the monopolists of his 
area or to the nioiiopolist oi some other area oi* to a. licensed trader or 
exporter. That would be for country tobacco only. You have a, fixed fee 
license for manufactured tobacco as you have for * im})orted tobacco. 

A. — Tt seems to be a practical suggestion. 

Q.— Have you any knowledge of the Pondicherry tobacco system? 

A.— No; we have no definite information ahont it. 

Q.-— You think that the tariff should he applied to all imports? 

A. — YeSj for revenue purposes. 

Q— And you would increase duty on liquors and drugs? Is it not 
already high enough? 

A.— It is high ; but the public can pay even higher rates. 

Q. — Perfumery — because there is spirit in it? 

A, — Because it is a luxury. 

Q.— How do you collect tlie duty on drugs and patent medicines? 

A. — By stamp)s. 

Q.— YVould you advocate an excise on i)atent medicines— a local stamn 
duty ? " ■ ', 

A— Yes. 

Q. — On perfumery too? 

A.— Yes. 

Sir Percy Thompsoti . 
tion that you should not 
in the nature of a moiu 

A.— Y'eSj generally sj 
on articles which ai*e n 
in competition with othe 


proposi- 


impose export duties 
, you penalise them 


JJr, laranjpye. ould you have also an export duty on oil-seeds? 

Indian oil-seeds are in serious competition with other 

parts of the world. wwior 

Q.— But. would not the same ttigumeut apply to this also, and would 

not the oil-cake he retained in this country? woujci 

A, Modern oil-mills have been established in the Madras Presidency 
and have not been successful. 

Q.— It there liad been an export duty perhaj;)s they would have been 
successful. 

A.— It may possibly be so; but I doubt it. 

Q. You are generally in favoui^ of death duties? 

A, — Yes, for revenue purposes. 

Q.— Have you formed any estimate of what they would yield? 

A.— No, . . • 



Q ---What ymir idea of the wav ia w 
sliaiild te treated? 

A, We have .siataci ihai. it should Ik* o 
jneaiher of the fiiriiily. We rmli.se it is ver'^’ 
i he sham. 

C).~“1he sham ftrobably caa ea.sil.v ho os 
oil mitieo (loath duties are levied in other ts 
imsses on death. But in India propi.rty pasfe 
a hut also on ^ the hirth of a iiioinher. 

to a fiiodu, it iiHiiiedlately heoonies the owiio' 
properiv. Iliat heifji^ sa, how would vou treat 
with a non-Hindu fiimily? 

A,— 'We realise there are very many proet 

Q.*— Would y«m have two kinds of tint it 
legacy or Mieeessifm duty as in England? 

A.— I do not kmnv: it would he diHieuU 

Q.— The estate duty, of course, would he a 
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would get their anna and no raore. Then comes the accountinc 
to how you should allocate the taxable income to the province^ 
the- province of residence. piovince 

A.~AVe cannot say what would be considered a fair division 
must be more or less arbitrary. 

Q.— I)o yon think it is practicable for 
Accountants to arrive at an equitable basis? 

A.— They would arrive at something. 

Q. — Death duties should be central? 

A.— Yes. 

Q. Stamp duties on transactions centrally governed? 

A.— But 1 do not see bow you can make a fair divi 
province, 


committee of Chartered 
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I.C.S., Commissioner of tlie Corporation of Madrag^ 
was examined. 


-^Tlie proposition, that the main criterion for levying the taxes 
national or onerous services administered by local bodies is 
to pay? accepted. But the other proposition that in the 

or beneficial services the main criterion is the incnisure oi the 
»^*eived needs to be safeguarded by the proviso that in estimating 
of these benefits, not only the near,^ but also tlse more distant 
^^^+0 be taken into consideration. For it would be iiiadvisalile to 
lias a right to ex])ect tangible proof of iho 
upon It im self for his payment of the tax.^ it is well 
If some great schemes for the improvement of a lo(*ality take long 
and that the tax-payer tends to be discontented in the 
The drainage scheme in this Corporation is an instance of this. 
•X* is many years since wo. embarked on this undertaking, we have 
.^^1 its completion yet. The same thing may be said of the child 
which has not yet attained its full growth. These schemes 
o a. deal of unsympathetic criticism, even though tiiey are admitted 
^ “oat majority to be benefieial. 

1 ^The first portion of the cjuestion cannot be answered in the 
the schedule referred to therein. As regards the second portion, 
linion that tlie levy of certain siiecified taxes should be imperative, 
t^odv should not be allowed to choose the taxes -vvliieh it should 
, )^j.ty tax and vehicle and animal tax are the most natural and 
^'otirces of municipal revenne. Local bodies ought to he compelled 
fliese taxes. If the main taxes are not siiecified, there will he no 
ity iP procedure in the same district or presidency. 

|Aa— Th<3 three kinds of taxes, viz., octroi, house and land tax and 
^^ciiould continue wherever they exi.st. They are reasonable in them- 
^^foi-eover, people have become accustomed to these taxes and their 
is quite unnecessary. 

'The only octroi duty in this Corporation is the tim])er tax 
'levied on all kinds of timber imi)orted into the city. Annitage 
^ vitici^i^'i of this duty does not in any resfiect apply to this timber 
I is clumsy or costly in collection and which cannot be evaded in 
imports by sea or by rail. As such im})orts account for over 
lit of the total revenue from this source in this ('ity, iJie ihanees 
are very small indeed. 

j^ificism does not also apply to the terminal tax, the levy of which 
^Corporation is under consideration. Means of long distance com- 
Hou restricted to railways and shipping this tax can be 

^ollected through the agency of the railway authorities and the 
. port if necessary, just in the same vray as the tax on timber 

2 'recawA- 


Ill its general application the critic-ism has great force. Octroi is 
generally levied on tobacco, opium and other Indian commodities. When 
the commodity is vahiahle, i.e., when its bulk is small in comparison, to its 
price, the octroi on it is liable to lie extensively evaded. 

Q. 110. — I am unable to answer the first part of this question. The 
second part has been answered in the previous i^aragraidis. 

Q. 111. — A nninicii^al administration must have several sources of in- 
come so that even if one fails it may fall back on another. The tolls on 
vehicles entering ti,ie city add appreciably to its income, lloreover, so 
long as vehicles and aiiinials in the city are taxed, tolls ought to bo levied 
on those entering the city from outside, because the in-coming vehicles enjoy 
the benefits of good roads and other amenities of the city without in any 
way contributing to their upkeep; also absence of tolls might induce resident's 
of the city to keep their animals and vehicles outside and so evade payment 
of tax. A distance of ten miles between one toll gate and another on*^ roads 
outside municipal limits may be considered reasonable. 

Q. 112. — The whole of the house and land taic should, I think, be 
ordinarily levied only from the owmer. The owner of a property is the only 
person whom we can approach for payment always. In many cases the occu- 
pier may he constantly changing and the same building may have many occu- 
piers so that there will be difficulty in distilbutioii as well as in apportion- 
ment. 

The owner can always shj'ft the bnrdeu of the tax on to the occupier 
by fixing his rent so as to include the taxes i>ayable. The only case in 
which the tax might reasonably be levied from a i^erson other than the 
owner, is where a lessee snbiets a house and there l)y makes a profit. There 
have been many such cases in Madras city. I think that in these cases the 
tax Oil the difference should be recovered from the lessee. 

Q. 113.— The principal reason, why the rate of tax on lands and build- 
ings is limited appears to be to prevent local iiodies from levying a heavy 
tax on the people. But the power to fix the rate of taxation , is in the 
hands of popular bodies ; in this city it is with the Council which has au 
elected niajority. ^ These popular bodies are always averse to any increase 
in taxation and it is quite improbable that they would unnecessarily en- 
hance the rate of projierty tax. There apiiears therefore to be no very 
good reason for limiting the power of a local authority to levy whatever 
rate of property tax it may think necessary. In fact there is no such 
limitation in the Madras City Municipal Act IV of 1919. In the old Act 
III of 1904 the maximum rate of property tax was fixed and the tax was 
levied at the maximum rate. The desire on the part of the local bodies to 
have recourse to^ other forms of taxation does not necessarily arise out of 
the limitation of its power to levy the property tax at whatever rate it 
may choose, but from the desirability of tapping additional sources of 
revenue. 

Q, 114. — In. the Madras Corporation the limit of absolute exemption is 
Rs. 18 (annual value). The Council has the power of exempting buildings 
with an annual value of Rs. 36. This power has been exercised so that lands 
and buildings with an annual value of Rs. 36 will hereafter he exempt 
from taxation. This limit of exemption may be considered reasonable. It 
exempts the poorer classes who cannot bear any tax. 

Q. 115. 'It is a good principle to assess all vacant lands witliiii miinici- 
pai hunts whether put to use or not. This is wdiat is l^eing done at 
present. It prevents owners of land not attached to buildings from keeping 
them vacant and thus increasing tlie housing difficulty. It is best to assess 
these liuids only on their undeveloped values. Proviso (c) to section 102 of 
the City Municipal xA.ct provides a good method of rating them. 

It might be a good principle also to exempt improvements for a certain 
number of years only. When the owner of a vacant piece of land erects 
a building on it, the building may oe exempt from taxation for a certain 
period, say four or hve years. This would lie an encouragement to people to 
build houses. ^ 

Q. 116 (o).— In the amount of revenue realised by this Corporation, 
tJie profession tax and the tax on companies rank next to the property ta,x. 
The profession tax is a reasonable source of income to the Corporation, 
though some adversely cTiticise it as an. additional income-tax. But the 
division of the persons liable to this tax, into a few broad classes assessed 
on income may be considered to be the best method of assessment. The 



Oalcatia Muulcipal Act of 1923 adopts a slightly different principle, and 
imcier it the highest profession tax paid by a barrister or vakii is lls. 50 
whether his average income is Es. 5,000 a month or Es, 500 a month. Tho 
Madras Act provides a better method under wiiicli the barrister or vakil 
pays roiighly in iiroportion to his income. The profession tax has recently 
been introduced by the Bomliay Corporation and one or two municipaiities 
in Northern India. 

1 companies is also another good source of income. 

Under the City Municipal Act this Corporation levies the tax on the paid- 
up capital of a company whether it lias its head oifice in the city itself 
and transacts business or whether it does its business tlirough a brancli 
omcej agent or firm. In some cases this jirocedure works manifest injustice. 
I alee tor example two companies with the same paid-up capital. One 
company may be making double or treble the profit that the other com- 
making. But all the same they have to pay the same tax. 
in the case ot toreign companies which have branch offices or agents or 
iirins to represent them they are considered as companies incoi’porated in this 
city’ anci are taxed on their entire paid-up capital, irrespective of the fact 
that only a sma 1 portion of that capital may bo put to use in tlse local 
branch itself. It would be fairer to assess such foreign companies on a 
inoportion ot their mam capital (say a quarter), or on the total turnover. 

(t). A manufacturing tax on cotton is not levued bj- tlii.s Corporation. 

Q. 11/. Granbs-in-aid should he given from the general Governmental 
lunds to finance a national or onerous service in any area administered, 
by a local body. It is always advisable to earmark these grants for particular 
tor ms 01 the expenditure. They should not be given as unconditional contri- 
butions which local bodies may spend in other ways than those in which the 
Government intended the grants to be utilised. 

The basis of such subsidies should be a fair division for the cost of 
pioviding the national or onerous service between the local body and the 
Government. This depends upon the taxable capacity of the rate-payers of 
the locality and the ability of ti.ie local body to bear the expenditure. 

Q. 118.-~There is no^ doubt of t.lic\ fact that there exists a sufficient 
stiiniilus in JLndia^ to maintain a siifficieut standard of efficiency in such 
serviees as education, sanitation and road maintenance. In this Corpoi’a- 
tion, tor example, a scheme of compulsory education is being progressivelv 
pushed through and the Council has recently passed a resolution to levy 
p education tax of I per cent of the annual value of lands and buildings 
in the city. ^ 

Q. 167.-~This statement contains a truth which will bo borne out by 
persons experienced in revenue adjninistration. Even when there is central 
control ot the process of assessment there needs to be a careful and vigilant 
scrutiny over assessments to, ensure a])solute correctness and to avoid anv 
disparity between one assessee and aiiothor. 

Q. 17L--I11 my experience I have found that the independence of the 
ofiicers responsible for assessment f.rom any control on the part of Uio 
electorates is absolutely necessary. Wlieu the assessing officer is clepondeut 
c irectly or ind.rectly for the rolentiou of his office, ou the wilf of the 
cleetorute a high standard ot efficiency cannot he expected. Such an officer 
would naturaly hesitate to do anything that would meet with tffie dt- 
approval ot the electorate.. It would therefore he the best thing to keep 
the assessing officer quite indepoudeiit of the electorate. ^ 


Mr. Boag gave oral evidence as follows 

,, jf/ie Prwfdciif. Q.— You nro the pormanont Connnissioii 
Corporation ? 



Sir Percy Thompson. Q.—Under the Maclr 
3 a statutory finictioii to perform? 


City Municipal Act; you 


Q. — You are quite iudepeiident of the electorate? 

A.— Yes. 

Q.— You are only responsible to the Madras Governin 

A.~-No I think I arn responsible to the Corporation 
servant ot the Corporatioii. 

Q.--There is a provision , no doubt, in the Act tljat ‘ 
L'Oiiiicii may at a 115’ time remove the Coinmissioner from ol 
so, It at a special meeting of the Comicil called for tbe 
tlian dd Oounciliors vote for such removal”. But oiilv i 
dismiss the Commissioner, I think? 

A.-^Yes. ■ 

Dr. Hyder. Q. The Chief Executive Officer of the Ma 
has always been an official? 

« there was no Comm iss ion ei-, 

‘Appointed by the Governnient. Since t 
inro torce, the first Commissioner was a non-official. 

^ Q.—Have you any concern 

dehbei ations oi tJie Council or their policy? 

A. -I have a right to attend the meetings of the Cr 
speak whenever it is necessary. The Presideiih can reouir 
at any meeting. 

resolution is passed by the Council you are 1 

.■ A, — Yes. 

Q. Even it the resolution was r ires? 

^ would point out that they hav« 

powers* 

Q.— Would there lie any appeal to auy]>ody? 

A.-— I suppose the Government is the final arbiter in 


cials the lie ven ue Officer, Engi- 
bs are made by the Corporation, 
>r in Council — the appointments 
more than a salary of lis. 50 C 


' many standing committees have you? 

'0 are four standing committees, one for T 
ks, one for Health, and another for Ecluc 
•e is no general standing coimnittee? 


^ Sir Percy Thompson. Q. — ^With regi 
tion between onerous and beneficial sei- 
faro scheme can be considered a benef 
national service? 

quoting fi'om Madr 

the child welfare scheme for the city. 

Q. So it does for education? 

A. — Yes, to a limited extent. 

Q, ^But education must bo rcgardec 
focal service. 


■as, where the Coip oration manages 


fi national service and 


m 
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A. — Yes, wLen I answered this question, I was not clistiiiguisliing it in 
that- sense, but I was distinguishing it on the ground of tlie body resx)onsi- 
blo tor carrying out the work. 

Q. — In your answer to Q. 107, you say that local bodies ought to ho 
eompeiled to levy the property tax and veincle and auiinal lax. But you 
arc aware that in large parts of India, neither of those taxes are levied 
by any inunicipality F 

A, — I was not aware of that. 

Q.— In a good niaiiy parts of Xorihern India, practically the winfio of 
the taxation is composed of octroi and terminal tax. 

A, — My experience has always been of Madras where the property tax 
is universal. 

The President. Q. — You say you cannot answer the first portion of 
Q. 107 iji the absence of the schedule referred to therein. The schedule 
referred to is the schedule to the Dev’olution Buies. One specific instance 
of a tax which I think it is proi^osed to allow the Coriioratioii to iinposo 
but which is not in the schedule is the tax on aniiiseiuents. 

A.— Yes. 

Q. — A question, has been raised before us whether it is wise to give 
the local bodies the power to levy that tax, the alternative course being 
that Government should impose the tax and collect it and then hand over 
the proceeds to the local bodies. The point is whether it is liable to lead to 
class taxation if a inunicipality is given iioiver to impose the tax. 

The Moharajadhiraja Bahadur of Bvrdican. Q. — The idea is this. Take 
a city like Calcutta where there is an amusement tax or gambling tax. ilio 
tax falls on most of the institutions or organizations, e.g,, races, tlieatres 
and cinenias, that are controlled by Europeans, and largely people who attend 
these institutions are Europeans, at least they outnuinber the other com- 
munities, and therefore at the pre.sent moment it would probably be advis- 
able to give the control to the Local Government so as to avoid* any racial 
prejudice or racial animosity arising out of these taxes. Therefore I ivant 
to know your own opinion in a matter of this sort. Supposing such 
a tax IS levied, do you think it will he better, as the President has just now 
remarked, for Government to imi>ose it, and then if necessary, give the pro- 
ceeds to the local bodies, instead of allowing the local bodies to levy it 
themselves ? 

A.-y-WelL as lar as I am aware and as far as Madras is concerned, I do 
not think there will be any question of class feeling. All classes go to 
amusements. ^ 

* . Q.— You have not heard of a tax wdiicli is deliberately 

intended to tall on one particular community and not another? 

A. — No, not in Madras. 

Q. 1 he constitution of the Aladras Corporation is such that it would 
not be possible, except perhaps on Brahmins? 

A. — I should not like to say that. 

The Preshlent. Q.— Supposing you liad legislation u-liieli gives the 
L*orporation the power to levy taxes on amnsements, e.g., on the race- 
(lourae, would it not exercise coiisiderablo infiueiic-o upon tlio proposal to 
include baidapet and its surrouuding.s within the Corporation liinitsF 

A . — Probably. 

Q. ihcieforo it would raise a considerable class Questifui? 

A, ‘Not so niuch a class question as the question of takirif’" measures to 
suppress gambling. lo 

r 9*r“Another tax which has lieen suggested is a tax on arlroi-fkowm.+w 
I think this is not a tax belonging to the local bodies! .ich eitisements. 

A. — It is not in this schedule 

Q.-No* 

4 ri ^ n' ^ thinking is this. We are at the present moment in 

the Corporation preparing by-laws regulating the advertisements posted on 
trees, walls »nrroaa.s which belong to the &rporation, and we to 

of ihe prar^oS of 



Q, — ^Yoii would rather like to have this power? 

A.— Yes. 

Q.™Wou]d please see the schedule under the head ^^Teniiinai tax on 
goods^h You (aui levy it ‘h)nlY in^ a local area where an octroi was not 
levied on or ])efore the 6th July 1917”. You cannot levy it in Madras with- 
out the sanction of the Government of India. 


CJ. — But- you iuive already got an octroi on tijnber. 

A. — Yes. It has been levied only since the i^rescnt Act came into force, 

he.,, 1919..': 

Q. — 1 tin ilk it was ah'eady in force. 

A. — I don’t think so. 

Sir Fervij Thoniim>n. Q. — Assuming there wms an octroi on timber jnici 
to 1917, would it not give pow'er to levy a terminal tax? 

A. — I do not know'. I slioxdd 'explain that when I si)oke of a terminal tax, 
I was not referring to a tax on goods, bnt I w'as referring to a tax oii 
persons similar to tlie tax Avhieh is in force in Calcutta. 

Dr, Faranjjxje, Q , — 1 see. Is it soinetliing like a pilgrim tax? 

A.--yes. : 

The Presidcnf. Q, — Is not your timber octroi practically a terminal 

tax now?. . . ■ ■ 

A. — In the sense that we give a rebate on timber which is exported 

from the city. But we levy it on tlie roads and canals as ’well as on the 

raihvay and Port Trust. \Ve do it through the toll contractors. 

Dr. Varan jinje . Q. — Is tliei-e a good deal of timber exported from 

Madras ? 

A. — Yes, a great deal. IVe get a. lot of teak from Burma, and it is 
sent up-country from Madras. 

Sir Ferci/ Thom , Q. — Is it a fact tliat tiiei’e is a lot of trouble 
al)o,ut refunds ? 

A. — That is a general complaint. I have heard it very often. I do 

not think there is any real difficulty beyond a question of 'delay. 

The Fren’ulenf. A further suggestion has oeeii made for the trans- 
fer of stamp duties to the local bodies. We are liearing all round the 
country that the rates of stamp duty ought to be hxed by all-India, legisla- 
tion. There is already difficulty over provincial differences. 

Sir Fercjj Thonij/son. Who has proposed it? 

The President. The Madras Government has proposed it, 

Q. — ^You know' yon have pow^er to levy a surcharge on the stamp duty on 
transfers of propei'ty already, and there is no difficulty in it. 


Sir Percy Thompson Yes. That is different. 

Sir Percy Thompson. Q. — In your answer to Q. 108 do you mean that 
without any qualilication, these three kinds of taxes are levied? In 
the United Provinces, you know% tliere w'as a jxretty exhaustive enquiry 
in 1908 or thereabouts, and tliev came to the conclusion that octroi should 
be replaced })y terminal tax. I take it yon agree that if you start with a 
clean slate, octroi should not he levied. 

A. — YeSj certainly. 

The President. Q. — You actually prefer ocbi'oi to terminal tax in the 
case of timber because of tlie refunds? 

A. — I do not quite know’ liow the terminal tax %vorks; it is a tax col- 
lected on goods w’hicli arrive in a place. From the point of view' of the 
Corporation a terminal tax without refunds will be more paying. 

Sir Percy Thompson. Q. — T should think octroi is mucli more suitable 
for timber in Madras than terminal tax. 

A. — YeSj I think so. 

Dr. Paranjpye. Q. — Does the Corporation have to provide facilities for 
handling the timber? 
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A. — No. As a matter of fact, the collection of the duty costs ns very 
little. We jjay a very small commission to the Port Trust and also to the 
railways for collecting this tax. 

Sir Percy Thompson, Q. — The machinery is really the terminal tax 
machinery? 

A,~Yes. 

Q, — Therefore the system of having refunds is more equitable than if 
you had no refunds; otherwise you will be j^ractically taxing the whole 
province. 

A,— Yes. 

Dr. Ilyder. Q . — Is the revenue very large, seeing that you only pay the 
lock-keeper one rupee for collecting it on the canals? 

A. — It is fakly large, as there is all the iirewmod. We collect through 
the lock-keeper and we send our man often to check his accounts. 

Q. — I read somewhere it is one rupee. 

A. — I forget now what it is exactly. 

Sir Percy T/iompson,. Q.— You say that ^ ‘tolls oiight to be levied on 
vehicles and animals entering the city from outside, because the incoming 
vehicles enjoy the benefits of good roads and other amenities’’. I accept 
your arguments, but is it not a very ciimbrons system? Does it not lead to 
a lot of abuses? 

A. — Of course, it is a nuisance, hut it cannot be helped. 

Q, — Don’t you think there is a good deal of corruption? 

A. — A few eases have come to my notice. 

The Fremletit, Q. — Any vehicle that pays license fees to a munici^ 
pality is free from the toll? 

A. — ^Yes. 

Sir Percy Thomjmn. Q. — Do not these vehicles pay these taxes in 
their own municipality ? 

A.— If they come from a municipality they do pay, but most of them 
come iTom the villages wkere they do not pay anything. 

President. Q. — Was there not a conflict 1>etw'een the Rnidapet 
Municipality and the jMadras Corporation about the tolls.? 

A. -—Yes, there was some trouble alioufc it, Init w'o afteiuvarcls came to 
a compromise. We subsidised the Saidapet Municipality to remove their 
gates. We pay them Ps. 6,000 to compensate for the removal of the gates 
and the loss of the tolls that they would get on the vehicles coming into 
Saidapet from outside, i.e., from Madras. 


Q- 


-Is tliere any other w'ay of keeping the roads in order 

I do ' ii,ot' quite see ■ liow 
conie, to . the,, markets?; 


Dr. Ilyder. 
til an by tolls? 

A.--At present ive get Ks. 70,000 from tolls, 
you could get this amount without tolls. 

rN Percy Thompson. Q.™ Do not the cart? 

(,-ould you not get sonietliing in markel fees? 

A. — I think tliis would affect very few' of them. 

Q.— If a cart came into one of your markets, wdio w'ould be charged? 

A. — The stall“koei:)er is charged. 

The Frenklent. Q.— Bo yon cliarge private markets heavily p 
A.— No. So far as I roinember the liighest fee we charge is Rs. 100 
eipaPlMllete?* e>cistence and set np ’muiii- 

this policy.'^”"’^ mnonibor that the Corporation has ever expressly adopted 
n Woiapwn. Q.— Isn’t thei'e this to he said aaainst folk 

- we could secure an equivalent revenue by some other meani ^ 
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tax 

A. \es, bufc I tliink that woiiid be difficult to collect. 

(J,.-”~You would be uua!)le to distinguish between farm carts and vehi- 
cles used for transport purposes? 

T A.— Yes. ' ■ ' ■ . . 

Sir 1 erey iJiompson. Q. Suppose you have a large town on the border 
of a province and another in another province two miles away. Suppose 
also the tonner town levies a toll, because the people from the latter use 
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xi. riie answer is that it is ahvays open to them to put up tolls. 

Q. It comes to this: no one has been able to devise a substitute. 

: A. — Yes. 

The President. One idea was to have composition. Normallv a district 
headquarters town shares its tolls with the District Board. 

ceeded? ’ Q* — The system of composition has never suo 

A. — Not to any large extent. 

in aSunqi^sui^^^^^^ people do not care to pay any appreciable sum of money 

A. — There is a good deal in that. 

Q In reply to Q. 112, you say that the whole of the house and land 
tax should he ordinarily levied only from the owmer, and your ground for 
saying this is that the owner can shift the burden of the tax on to the 
occupier. Do you happen to knoiv that there is a curious provision in 
rhe Madras Local Boards Act that yon can recover the house and land tax 
Iroin either the occuiiier or owner without specifying which ? 

A.— That is done in Madras under the City Municipal Act. 

Q. — do you recover it from? 

A . — We try the one and if we can H get it from him, we try the other* 

Q. — Suppose you try the owner first and yon cannot get it from him, 
you go to the occupier and get it from him, can he deduct it from Ins 
rent? 

A. — I do not think there is any provision for that. 

Q.—Section 104 of the Afadras City Alunicipal Act says that the pro- 
perty tax shall be paid by the owner in two equal instalments. Schedule 
l.y, Part VI, of the Act says that you can recover it from the owner or by 
dislraint on goods belonging to the owner. 

A. — That is so in the case of property tax, 

Q. — Wily is this difference between Aladras and local boards? In the 
one case it is recoverable from the owner; in the other case, you seem bo bo 
indifferent from whom you recover it. The Act says you can recover it 
from the owner or occupier, and the one who pays seems to liave no power 
to recover it from the other. 

A. — It is in connection with charges for v'ater that we can collect eitliei' 
fj’om tlie owner or the occuiiier. . * 

The Fresideui. Q. — Is a very large proportion of the houses in Aladras 
owned by the peoi:>le living in them? 

A. — I should think that the majority of the houses are let. 

Q. — It has been suggested that a tax should be levied on the capital 
instead of on the rental \^alue, because it is said that as so many liouses 
are lived in by their owners it is diffeull to ascertain their rental value. 
Would you approve of that generally? 

A. — I should not say that we have any difficulty in Madras in ascertain- 
ing the rental value of houses. ^ If you take houses of more or less the 
same size in a street, probably eight out of ten are let : you can ascertain 
the annual value of the othe.rs from those which are let/ 
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Sir Percy Thompsmi, Q. — Can you ascertaiu the caiotul value except 
throiigJi tile rental value? 

A, — No: it will cei'tainly be more difficult to ascertain the capital value 
than the rental value. 

Q. — In the second part of your answer to Q. 112, you say that only 
case in which the tax might reasonably be levied from one other than the 
owner is where a lessee sublets a house and thereby makes a profit/^ 
Supi>osing the owner Jets a house on lease, say, tor Hs. 500, and the lessee 
sublets it for Rs. 1,000, would the tax be cbai'ged on Rs. l,00{)t 

A.— No, on Rs. 500, That is the suggestion here, that the lessee might 
be required to pay a tax on the profit he makes. 

Bt. Hyder, Q. — Then there %vould be two taxes. 

Sir Percy Thompson. Q.—Surely if you sublet for Rs. 1,000, the annual 
value IS Rs. 1,000. 

A. — I tried to press that view, but the standing committee was of the 
opinion that it could only charge tlie owner on the rent he gets. 

£ 9*1 ^ should have thought that there is eonsidera})]e opening for 
fraud here by having a dummy intermediary, and certainly in England, as 
in other countries, the annual value is what a house is let for to the 
occupier for the year. 

A.—I should very much like this to be made cleai', because it is a 
question that is always coming up. 

The President. Q.— What is your machinery for assessment? 

A.— -The whole city is distributed into circles: each circle has an 
assessor j they are official subordinates under me. 

Q.— What is the pay of your head assessor ? 

A.~They are all oil the same grade: the pay runs up to Rs. 200 • 
they are ail under the Revenue Officer who gets Rs. 1,200. The nennanont 
establishment is ^ under me : the members of the Corporation have no 
authority over them at all. 

Q.—But there have been cases in which assesors accompanied ^^rnnicip-il 
Coimeillors in election campaigns. ^ 

A. — That has been known elsewhere. 

Q.— So that the elected members rigFtly or wrongly do take a certain 
part in it. 

A.*-~They are not supposed to. If I heard of any assessor doing anv- 
thing of that sort, I should have him up. *' 

Q.~-As regards appeals, what do you think of the Calcutta system which 
makes the second appeal to the Small Cause Court? That is,' the appeal 
from the Commissioner’s order would be, not to the standing committee 
but to the Small Cause Court. ' ’ 

A. — I have recommended that for Madras. 

Sir Percy Thompson. Q.—Ts the appeal to the standimr commltlw>. 
statutory? 

A.— Yes. ■■■:. 

Q. — Is not a change in the law very desirable? 

A. — Most desirable, I think. 

Br. Paranjpye. Q.— Do you assess houses on the actual sum paid to the 
owner or on the sum that should ])e paid to the owner, coiisiderimT 11m 
accommodation, etc..?’ ^ 

j A. ^As a mle, we serve notice on the occupier requiring him to state 
^ the name of the owner and the amount of rent he pays and’ to whona 

^ Q— If you find the case of a duinmy intermediary, would you take that 
into account? 

A.-yWe certainly should. 

regisSred^ST*' statements by reference to 

A.— leg. 



^ir Perc!/ Thompson. Q. — Supi^ose I am the owner of a property and 
I let it to niy yon for Es. 20 and my son sublets it for Es. 1,000 F 

A. — We do come across eases where the rental returns are obviously 
untrue. 

Q. — Wiiat do you do in a case like that? 

A. — We should probably assess on Es. 1,000 and let the assessce appeal. 

Q. — ^Woiild he be supported by the standing comiiiittee? 

A. — He probably would be. 

The President, Q. — There ts no iiinitation to the rate of tax on lands 
and buildings in the District Municipal Act? 

Q. — That was a new provision introduced by the new Act? 

A.— Yes. , 

Q. — There was another provision for allowances for repairs? 

'.'A.— Yes. ■ ■ 

Q, — Do you renieinber what was the actual action taken on the intro- 
duction of these provisions? 

'■ A.*— do not. ' , 

Q. — Actually before the Act was brought into force, the tax was at the 
niaximuni : but the effect o? the removal of the limitation was a reduction 
of the taxes. 

Sir Percy Thompson. Q. — How do you assess the tax on vacant land? Do 
you assess it proportionately to its capital value? You may have a very 
high capital value and no annual value at all. 

A. — W"e try to ascertain the capital value. 

The President. Q. — It is so much per square yard? 

A.—Yes. 

Sir Percy Thompson. Q. — Do you automatically take the maximum? 

A. — No: we assess by reference to caiiital value. 

The President. Q. — Can you give us an idea of the Govei-nment taxation 
of land within the Madras city.? It is mainly the 1895 rules, I think r 

A. — I can’t remember how it is worked, 

Q. — Actually you liavc three classes o? land : firstly, there is a good 
deal of land free of all land taxes. 

A. — ^Yes. ■ 

Q. — Then there is land which is assessed to land revenue at the agri- 
cultural rate. 

■ A. — Yes. ■ ^ . 

Q.— 'And thirdly, tlic f)ii,]k of tlie land pays a quiti-ent which is, or was 
at the time it was imposed, very near the rack-rent of the land. 

A.—Yes. 

Q. — That is revised every thirty years? 

A.—Yes. 

Q. — Have you any idea as to how this variable taxation by Government 
affects your municipal rates? Does that limit the rate which you can 
impose with reference to the rack-rent? 

A. — I do not think so. In assessing land, we never take into 
consideration what the Government assessment is. 

Q. — ^J,t has been suggested that Government should retire from taxation 
of laud in the towns in order to enable municipalities to take a higher and 
uniform rate. Do you think there is anj^thing in that? 

A. — I don’t think there is anything in that. 

Sir Percy Thompson. Q. — I would like to get this matter cleared up. 
You have land in i)rivate ownership ■which pays no land revenue, other land 
which pays at the agricultural r»'ite, say Es. 10 and, thirdly, land which 
beioiigs to Goveniiuent and, quite obviously, Goveniiiient as owuier of the 



l)roperty gets a rack-rent for it* Tlie tliird class is not taxed at all. but pays 
a rent of Es. 2^000. We will suppose tliat eaeb of these pieces of land "is 
exactly the sivuie* So you have Ks. nil, Hs. 10 and Rs. 2JKK) by way of 
rent. We will suppose that the tliii'd piece of land was sold for Ihs, 1 Of'.O 
siibject to the qiatrent : the interest on Es. 1,000 at d per cent would he 
Ks. 00 , and so Hs. 2,050 is the annual value of that land; r.r hypothcsl 
the three pieces are the same and the municipality would tax all these iamis 
on tile basis of an annual value of Ks. 2.050. 

A.—Yes. 

^ Ihe 1 resident. Q. In the origin of tilings, wiien hnikling sites were 
tpven oyer free, the man who had got the site got the land for nothiiu'. 
At a later stage a piece ot agTicultural land liecarne huiicling land and he 
got it for the agricultural rate. The third piece of land canio in at -^rill 
later stage and was auctioned . 

V from the point of view of municipal assessment, lliero is 
no difference between the three classes. 

Sir Penyy TJiomrpson.pt is simply this; that in cases 1 and 2 Govern- 
meat did bad business and lot its land go too cheap. 

Q-— is possible that Government firet ol' all tried 
reiimiiuler Set a logger roveiino ont ol‘ the 

A. Acs: that is a possible explanation. 

Ihe Pfeskhiit. Q. .y-tnaliv Government is now paying you the differ- 

ugricnltnral'rent on lands 

A. — don’t think so. 

Q- — This is done in the mofnssil? 

A. — Perhaps. 

Sir Percy Thompson. (J.— Take the case of this Rs. 2,050. What does the 
Government pay the municipality? ’ ^ 

The Presklent.— The difference between the cpiitrent and the assumed 
agucultuial land revenue on that. It is ]n'eseirting them with Es. 1,990 

TJ^ompson.— In other words, Government say: “We will 
differenM”!'’^ l>iirposes as it it were agricultural land and give you the 

<li«gHi«ed subsidy on your theory, it is thoroughly 

..nUi Thouipsmi.—lt is the same as if in Scotland, where lund is 

the feu-duty Govornmeut had presented the municipality with 

ihref'Lfes!''^ T/tompso«.-It does. It treats the value as the same in aU 

Gove^lnent’tSf 

in the towns operates to limit’ the municipalitfes riisina their T 

18 per cent to something like 50 per cent. -rising then rate ot, say, 

A.— I do not think it has any effect of this nature 

.kojfd'iti “ oSSm i‘“?, ‘°t ■s*."’’ .'ir“ r“‘ 

I think Gm-ernmont are losing a great deal in that way. ^ cultivation, 

on theTSbof ite^aclual S'f ““ *“ assessment of town land 

, ■A.-'-Yes, 
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Percy Thompson, (^—Woukl not the real way of doing that be hs 
means of an increnuent clnty? Take, for instance, the laud which is paving 
liS. p as agncultiiral laud reyeaue and it becomes valuable building land 
worth l<s 2,050, hh-oni Its. 10 it has gone up to Rs. 2,050 and the man 
reaJises the nicremeiiL But is it not rather difficult to put a common tax 
on Jus land and on the other piece where the man is paying full consideration 
in the shape of Rs. 2,001) quitreut and a capital sum of Es. 1,000? 

A. —Yes. 1 think you can assess land at its potential value and postpone 
the actual collection until the owner begins to realise. 

in its value for building piirpose-s 

IhaL vrdl lie ni substitution of the quitreiit? ^ i t 

A.— Yes. 

htir Percy Thompson . — But the quitreut is not a tax at aJl. 

IS a consideration for property belonging to other people. 

^ 2 he President, Q. If you had a general rate of inunieipal tax, say, 

SlbfSSV.'.Sip"'" “""S “ 

A.— Ye.s; all property luiist fje liable to immicipal taxes. 

8k Percy Thomp^on.—Phe Woods and Forests Departineui have 
in Itegeut btreet and they let them for fabulous sums, say 
440,000 a yearn On the top of that, the Municipality of We.stininister put 
their rates on the full annual value. On the top of that it was propo.sed last 
year to put a tax on the site value of the land. The £40,000 is not a tax 

"21113', 8(11. , , 'i 

The President, —The distinction hetwen that and India is this * 
Ihere is no Governnient lease. If a piece of land becomes available the 
Ooilector asks other Government officers whether they want that piece of 
lanci. It they do not, he assesses it to quit-rent and sells it outright. 

just the same as the feu-duty in Scot- 
sum * iiiight be sold io.r a leu-duty of £40,000 and a capital 

Oul qiiitrent is not perpetual. It can be revised 

once in 30 years. 

^ ^ Bit Percy Thompson, —Then it is more in the nature of rent- i.e. 
It 18 a perpetual lease which we do not get in England. The only difference 
IS that in India you take povrer to review your rent. 

"The President . — The question is whether we should try to remedy it. 

Sir Percy Thompson. — What? Try to go back on your bargain? 

The lyesident.— Yes. You had a piece of agriculturai land and the 
man put m a darhhast and got it subject to the payment of annual atm- 
cultiiral rent. h 

Sir Icicy Ihonipson, Is there any document which gives iiim. the 
possession of that land? 

The President, — Yes ; he has got the patta. 

The 'Witness.— Bure]} the point is that agricultural land is liable to 
reassessment at the end of the period of settlement; I do not think there 
IS iuiy guarantee that at the next settlement it will again be settled as 
agn cultural land. 

The President.— The Board’s Standing Order 21 (12) says: ^Tlie 
Collector should deteimune the rate of ground rent on each plot dealt with 
under these rules before it is put up to auction. The ground rent should 
be so fixed that tiie sum paid hy the purchaser on account of occupancy 
right; may be as low as possible. The rates fixed should therefore be slightly 
less tban the lull eomiieiitivo rent, the balance of the full value of the 
mte being in the [o-ice obtained at aiudioii or in private sale. 

tiie Collector should adopt sucli one of the rates given in Appendix 
Aa 1\ a.> most nearly iiilfils the condition.” 

sir Percy Ihoinpson, jhat is a provision for disposing of your lands 
at tnc .best advantage. 

The President —H.OW will you deal with lauds disposed of before? 
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Sir Percy Thompso^v, — hii ineroiiieiit chity. .Bui ii is exirciuety 
difficult to tax i^ast inereiiients 

The Fresldmt.Q, — -Coiikl you ghx' m an idea of ilic i>ri>jiosals 
you made? 

A. — Roughly, what i proposed was io^ assess all land within the Jisuits 
of the town on the basis of its value as building laiul. 

Sir Percy Thonijison, Q. — That seems to be possible. JUu if it is going 
to be a really heavy rent, it will be very Iteavy on a man wlio has paid luli 
consideration. 

A. — Yes; I see that difficulty. 

Q. — So, is it not the imposition of an increment duty u fairer w'ay of 
doing it? 

A. — Yes; 1 think it may be. 

Q. — With regard to Q. 116, you tliink that the p)roi'essiou tax in liiathais 
is, in fact, a kind of income-tax? 

A. — Yes; it is. T think in many cases it would simplify the assessment 
and the collection, if it were frankly recognised as a surcharge on the 
income-tax. 

Q. — ^.Assumiug you keep it as it is — it seems to me that your professuni 
tax has a wider range — would it help to have information as to the ineonie-tax 
assessment? 

A. — As a matter of fact, we always get it. We write and get tlio 
information. 

The President. Q. — Your Act provides that it shall be jussessed with 
reference to the income-tax? 

A.— Yes; 

Sir Percy Thompson. Q. — In other places, in the Punjab, for instance, 
they refuse to give the information, liecause they are precluded fj‘om doing 
so by the Income-tax Act. 

A. — That may be. 

The President. Q. — How do you reconcile your Act with the Income-tax 
Act? 

A. — We got the information from the assessees themselves. They produce 
the receipts for the income-tax they pay. 

Q. — ^Would it simplify matters to have it assessed by the ineoine-tax 
officers? 

A. — I think it would very much. 

Sir Percy Thompson. Q. — They have very little knowledge of incomes 
under Rs. 2,000? 

A.— Yes, 

Dr. Faranjirye. Q. — On the other hand, iueome-tax authorities will have 
information of incomes earned both in Alaxli-as and outside it, wliereas you 
are concerned with incomes which accrue in the city of Madras only. 

A.— That is so. 

The President. Q. — Supi^ose a man earns a lakh of rux)eos otifcside 
Madras. Are you not concerned with it? 

A. — I do not think so. We do not charge a Nattiikottai Ciietty on what 
he earns in Rangoon or any other i>lace. 

Q. — In the case of the companies? 

A. — In the case of companies it is different. 

, 9* — earns both in Madras and outside, how would you divide it in 
levying the profession tax? 

' , A. — ^We do not attempt to find out exactly what his income is. 

Dr. Eyder. Q,—! find in the replies of the Local Government that with 
regard to hotel keepers, refreshment liouse keepers, etc., in Madras, the 
total number assessed is 816 and the amount realised is Rs. 510. Tins is for 
the year 1921-22. And in the year 1922-23 there were 842 assessments 
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and the aiviount realised is Rs. 526t I .should 1i 
worth while to have this tax at all. Surely, it is 

A. — I should like to examine the figures. 

The President. Q. — -Is it not also a measure of 
of these hotels? It is for iiiore than one purpose 

A.— Yes, certainly, I should like to investig 

Dr. Ryder. Q. — Is it more in the way of p< 

A. -—They are inspected by health officers and s 
they may be kept clean. 

The President. Q. —What is your system of 1 
hotels? 

A. — On the accommodation. 

Dr. Ryder. Q. — From the figures given here 
per hotel on the average. Is that the charge on 
instance.? 


The President. Q. — Is the Connemara Hotel included 
you assess on that? 

. -f -—I do not think it is included. The maximum that ' 
this head is Re. 1. The Connemara Hotel would pay prof 
higher class. 

^ aS^V Percy Tlionipson. Q.— With regard to the tax on c 
In some cases, this procedure works manifest injustice, 
two companies with the same paid-uii capital. One comp a 
double or treble the profit that the other company may b^ 
the same, they have to pay the same tax”. Is not that 
deliberately in the Act — to charge on the capital and not 
A, — Y'es- I xiresume so, 

Q. — Then you say the case of foreign companies 
Offices or agents or firms to represent them, they are consic 
incorporated in this city and are taxed on their entire 


Q, — What is the reason? 

A. — I do not know. 

The President. Q, — You don’t pre-ss your suggestion that it is fairer to 
assess companies on the total turnover? 

A. — No; I don’t press it. I think the assessment on the total turnover 
would be fairer; but T do not think it would matter very much. 

Sir Percy Thompson. Q.— -It will be all right in the case of a manu- 
facturing or trading concern. But in relation to profits, would it not work 
very differently in the case of small companies making big profits and big 
companies making small profits? 

A— Yes, 



Q. — Probably tlie fairest tiling really is to make it a hiiietion or profit, 
and I tliink the effect of the proviso is to do so. 

A.— Yes, 

Q. — You agree that graiits«iu-aicl should ht* oanisarkt'd ? 

.v.-'--.'' ■ A.’— Yes. - . , , 

Q. — ^And would you make it conclitJoTia! o!i a certain standard of efficiency 

being maintained in the administration? 

A. — Yes; I think it is desirable. 

Q. — Is that principle in force in Madras? 

A.~~I don’t think that condition is expressly stated here. 

Q. — Suppose a service is badly administered. Would you say that “unless 
you improve the administration, I withhold the grant”? 

A. — I have never come across any instance of that sort. 

The President. Q.— Taking the 16 lakhs grant for the trunk roads, you 
would grant it subject to the roads being passed l;>y tlie Superintending 
Engineer? 

A.-~Yes. 

Dr. Myder. Q, — Does your Engineer use these I’oads himself on which the 
tolls are levied? 

A. — I think so. 

The President. Q. — ^With regard to Q. HS von sny that the Corporation 
has resolved “to levy an education tax of per cent of the annual value of 
lands and buildings in the city”. But they also made a corresponding 
reduction in the general taxation. 

A.-^Yes. 

Sir Percy Thompson. Q. — With regard to Q. 167 you mean to say that 
the system in force in the Madras Coi'poration is iierfectly sound? 

A. — I think the assessment generally is done reasonably ivoll. 

Q-— What I mean is that you don’t have the politician moving hi the 
realm of assessments as is the case in other parts. 

A. — Not as a rule. 

The President. Q.— Have you had any experience of the working of the 
betterment tax under the Town Planning Act? 

A. — I have not; but we are going to work it. 

Q,_>_Xhere ivas a great discussion as to which should be preferred— better- 
ment tax or acquisition of land? 

A.— In that particular case we acquired about 75 per cent of the land and 
on the remaining we are going to charge betternumt tax. 

Q _You do not anticipate any difficulty in assessing tlie tax? 

A.— No. 

Sir Percy Thompson. Q. — You eliarge one-ten ih of tlie value year? 

A.— Yes. 

The President. Q. — What are exactly your relations with the Commis- 
sioner of Police in respect of licensing and taxing of carriages? Wimt I want 
to know is this. Kecently the Commissioner of Police had to get legislation 
to secure that the registration fees ivere sufficient to pay for the exj>enses. 
Would it be practicable for you to take over the two functions? 

A. — ^You mean the hackney carriages’ licenses? 

Q, — ^Yes. In some places the whole thing is done by the municipal 
authorities themselves. 

A. — There is no reason why the Corporation should not do it, but 
. I should have thought it was more satisfactory for the Commissioner of 
Police bo do it. 

Q. — ^Municipal taxation of liquor shops has been a very difficult question. 
Can you giVe us any opinion? 

A * — J thinlc the municipality is better free of it altogether. 




Q. — ^You have read the recomuienclation of the Financial 
Committee where it was said 
re%^eniio. Mr. Moore in his € 
local boards to levy a ? 

If a tax oil tobacco is levied.. _ 

assigned to local bodies. The whole o^sale license fees in munic 
be assigned to mnnicipai councils’ h 
did tax it. 

A. — Yes. Of coarse the difficulty is now that it is all mixed up with the 
demand for prohibition and there is a constant complaint against the location 
of shops ; and time after time I have a>sked people to suggest more suitable 
]dacGs if they had any objection, and the answer always is tliat the shop should 
he romoved altogether. 

Sir Percy Thompson, Q. — ^M^ill you get anything more tlian you get at 
present? The man will take it into account and hid less. 

A. — There is no taxation of liquor shops, except the profession tax. 
I mean at present the municipality gets nothing. 

Q. — Sup})osing you are going to put a special tax on the shops? 

A. — T do not anticipate that the liquor shoiis can yield any greater 
revenue, ■ . ■ ■ ' ■ ;■■■ 

Q. — Any taxation will come out of Madras Government’s revenue? 

A.— Yes. 

The President. Q. — Actually the munieipality did try to impose a tax 
for the storage of spirits? 

A. — I think the matter is still undecided. I do nob think it has come 
to an end. I think I can give you a full note on this subject later. 


'Eelations:: 

.. , .on. "excise 

„ - It seems preferable to permit 

sui’charge to assigning a portion of the revenue to them. 

one-fifth of ^ the revenue so raised should be 

Ijipalities may 

There was a time when the Corporation 
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Mr. -A. G. XiBACH, X.O.S., Collector of Hortli Arcot, was escamiaeC 


Written naemorandnm of Mr, Iieacli* 

Q. 15.— The analysis (given at page 78 of the Public Works Depart- 
ment Administration Rexjort for 1923-24) of the figures for works in charge 
of the Public Works Department, for which caiiital accounts are kept, 
shows a percentage of receipts to capital outlay of 12.77 and 13.70 for 
productive works and 1.11 and 1.12 for unproductive works in the last 
two years. On the face of these figures, it might be said that the 
charge under productive works was adequate, and that under unproductive 
was inadequate. Similarly, on minor works for which accounts are noD 
kept, the Board of Revenue’s answer to this question shows that the net 
profit was about 3 per cent on the outlay. But these percentages must 
not be accepted as correct. In the case of the last, no account is taken 
of the capital cost. In the case of the P.W.D. figures, I do not know what 
is included and what is excluded under charges. Taking them for what 
they are worth, it would appear that the charges under unproductive 
P.W.D. works and under the vast number of works for which capital 
accounts are not kept, are not adequate, in the sense that they do not 
yield a profit upon the expenditure. Whether they are adequate in the 
sense that higher rates would impoverish the ryots or result in water 
not being utilised is another matter. But, I should answer that also 
in the negative. 

Here I must emphasize again that in the case of land already registered 
as Svet’ on the principles that prevail in this presidency, the discussion 
of methods and principles is largely academic, since it is neither desirable, 
nor practically possible to upset the existing system. There are two classes 
of land to which the discussion must be confined : (a) lands in zamindaris, 
long irrigated by a Government source or dry lands in the ryotwari area, 
not fit^ for registration as wet, and (b) dry or zamindari lands to whicli 
water is newly sujiplied by the construction of a new source. 

In the case of the first class, the difficulties of increasing the water- 
rates are, first that it would seem somewhat inequitable to charge a 
higher rate for water supplied to these lands than for land adjoining 
them, which are subject to the consolidated wet assessment ; secondly, 
that a proposal^ to increase the rates would raise a considerable outcry, 
A committee which sat some three or four years ago to consider a proposal 
to alter the rates prevailing was dominated by the representatives of 
the Godavari and Vizagapatam landed interests;' and the decision which 
the committee came to was, that it would be politically inexpei'ent to 
introduce an innovation at a bound, but that the question of raising the 
watei*-rates should be dealt with by the Settlement Officer at the resettle- 
ment. The matter was thus shelved and the rates remain unaltered. Possibly, 
the commotion would be less, now that large areas in the deltas, which 
at that time were still registered as dry, have been brought under the 
consolidated wet assessment. But, the objections from the zamindaris 
would, still be stx*enuoiis. As to other dry lands liable to water-rate, which 







arc usually lands lying on the fringe of the wet area, ‘their owners have 
no right to complain, since they need not take w'ater if they do not want 
it, and I do not think (now that the delta area difficulty is out of the 
way) that there are any reasons foi\ not raising the standard scale of wet 
rates, lixed forty years ago, and wholly incommensurate with present 
prices and values. As an instance of the absence of any relation between 
the charge made for water and what the people are prepared to pay, I 
may mention that, for several years running under the Periyar project, 
ryots paid witiiout^ a muxmiur a rate of Rs. 15 per acre (levied as a penalty 
for unauthorised irrigation), and were not deterred from taking ivater 
till a rate of something like Rs, 50 xier acre or even more was charged. 


Afy answer to the question as .regards (a) is therefore that the charge 
is not adequate. As to (b), up till recent years, the practice lias always 
been to register as wet, in apcordance with the settlement principles, 
lands recently brought under irrigation hj^ the construction of a neir 
source,^ and it is only under the stress of poverty and of the increase in 
cost of construction that Government have noiv been forced to impose 
special rates: not on any definite p>rinciple, beyond that of getting some 
return on its money, the amount of the return being determined by the 
certainty of the supply in the source and the capacity of the ryots to pay. 


Of the five plans mentioned in the question, the fourth charge by 
volume can be cleliiiitely ruled out. Perhaps, 1 may refer to a report 
printed in G.O. No. 1089, dated 19th July 1923, for a detailed discussion 
of this subject. ^ The fifth plan has not, I believe, been tried in India. 
The only case in wliich occasionally it might be adopted here would be 
where waste land at the^ dis^iosal of Government is brought under irriga- 
tion and put up to auction : this is sometimes done now, though when it 
IS done what is bought is not the water, but the land with the right 
to water, the rate for water being fixed. I do not think that there 
nmuld be any advantage in the system of putting up the water to auction : 
if the auction were annual, there would be all the evils of uncertainty; 
if for a term of years it would definitely exclude the small owner and 
put ill his place a rack-rented tenantry. To auction the water daily, as 
is done in Spain at Lorca is out of the question in India. If the svstein 
could be ivorked at all, which is doubtful, it would probably lead to 
wastage of water and certainly to great difiiculties of all kinds.' 


The third system, if I understand it rightly, is the system which prevails 
Madras, where when ‘dry’ land is siipplied nltli irrigation, it is 


classified as ‘wet’ and a combined charge for land and water is imposed. 
It _ is ^ an excellent, and in Madras, a well-understood system ; but the 
objection to it in the case of modern projects is, that the system of settle- 
ment does not take into account the cost of supplying ' water. It is, 
therefore, always uncertain whether, if the present settlement system were 
adopted for assessment under a new project, the project would result in 
a loss or not. Nor can this factor be grafted on to the settlement system. 
The only way, then, of ensuring that a project shall yield a given interest 
is to add to the assessment for the land a fixed charge for water. 


This leaves us w-ith plans (1) and (2). Under (1) the rate would be 
so calculated as to pay the expenses of providing the water. Under (2) 
it would be calculated so as to yield a margin of profit to Government 
over and above the expenses. 


I think the use of the word ‘commercial’ in this connection is rather 
misleading. In connneree, there is usually competition between suppliers, 
and the profit aimed at is the highest that can be got, without diminishing 
the demand. In the ease of water, the State has a monopoly, and it 
cannot look solely to making the highest possible profit.^ In the words of 
a former Collector of North Arcot seventy years ago, in discussing rates 
of land assessment: “Revenue is not the only consideration. The govern- 
ment of a great country is not conducted wholly on the same principles 
as a mercantile concern. The happiness and comfort, the peaceableness 
and contentment of the people are also items in the account.” It may 
perhaps be questioned whether “peaceableness and contentment” are a 
predominant characteristic of those who get water most cheaply and easily, 
c.g., the ryots of the Godavari and Kistna deltas, but it would' be generafly 
accepted that it is not the object of the State to get as much as it can 
out of the people without regard to other issues. 


On the other hand, there is no reason why the State should reap no 
direct benefit from the great profits which the gift of water puts into the 
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pockeib of the ryots and obviously, if profit accrues to the Biato froiu 
irrigation enterprises, it will he in a position to exteiid them further than 
it It were content with the mere slow recoupment of its expenditure. 

I shmild answer, therefore, that the best jilan is one which aims at 
a fair proht. 1 suggested in my previous note tliat the interest aimed at 
4 *^ about the same rate as the State pays on borrowed capital. 
Liiut, oi course, interest paid by Government on loans for irrigation should 
he included in the capital cost of a scheme.] 

25 ^ j that the conditions of irrigation in the 

1 unjab, as described in the note of the Chief Engineer of tiie United 
Provinces, seem to be ideal for the levy of %vatei‘-rafes on the svstcni I have 
advocated. The soil is uniform, the crop is practically solely wheat, the 
amount of water required is uniform and without water 'the land is 
valueless. That being so, 1 do not quite understand the Punjab hankerings 
tas exhibited in the note of eyideuce) for eropwar rates and periodical 
variations with reference to iirices. I can only suppose that the Chief 
Engineer cd the United Provinces is unaivare of the Punjab problems. 
V lioints 3 and 4 in the notes of evidence appear to be contra" 

uictory. 1 presume the exiilanatioii to ^ be that the irrigation engineers do 
not want a variety or crops, since this involves one man taking more water 
than another, and the Punjab Canal Officer’s object has always been to 
distribute liis water as equally and as widely as possible. The desire, there- 
lore, IS to penalise the more thirsty crops, e.g., sugarcane. This could 
be done by levying a special rate on it, high enough either to serve as 
a deterrent against growing it, or to cover the loss of water-rate on that 
area on which wheat might have been grown with the same amount of 
....■water.*,., . . , . ■■■ ' , ' . , . , 

In Bihar and Orissa, the note on the evidence (viz,, that the general 
tax-i>ayer should not pay for a benefit to a favoured class until the 
charge tor w^ater to that class has been pushed up to the highest point 
possible, sliort of causing the service to bo refused) suggests a desire for 
ail economic water rent, but as the natural supply there is so abundant 
that It IS doubtful whether a cultivator in a given year will take water 
from an irrigation source at all, and leases on favourable terms have to 
be granted to induce him to make a contract for a term of years, it is 
doubtful whether the charge for water could, in fact, be i:>uslied high 
enougn to yield a profit on the cost of the works unless the works are 
very cheap to construct and maintain. Whether this is so or not, or how 
the rates for the existing leases compare with the rate that would bo 
necessary to yield a return on the cost of construction, 1 cannot say. 

^ In the Central Provinces, again (where the whole area under irriga- 
tion IS only equal to the ai'ca untler the Kistna delta system in Kistna 
district, alone), where the people are unaccustomed to irrigation, and 
where ni good years, a rice crop can be grown witlioiit irrigation, it is 
clear that there is no question of charging a remiinerativo water-rate, 
and Government apparently has to take what it can get, and that appa- 
lontly is not iniicb. But liei’e again, 1 luive no idea what ibe rates acdiially 
charged are, and Avlietlicr the irrigation works arc run at a loss or not. 

Eastiy, in the United Provinces, tbore are (vide tlie Chief Enginc''er’s 
note) three district tracts-—.Uohi!k]mnd, whej'e the rates are low because 
a single watering usually suffices to maturo the crop: the Ganges Jumna 
Doab, where conditions seem to be similar to those in Madras',* including 
the fixed wet assessment, and Bund! ekh and, where, as the people are 
largeb'^ aborigines and all the irrigation works are of a famine protective 
nature, low rates are charged. There does not seem to he nmeh on ah in o* 
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Q. 16.— The system of a betterment tax is in operation in lilysore, but 
i regret tiiat I cannot now remember the details of its working, and iiow 
far it is satisfactory. They may be found, I tliiiik, in G.O. No. 2952, 
Revenue, dated 12tii August 1918. Clearly the time when a landowner 
benefits from the increase in tlie value of liis land is when he mortgages or 
sells it, so that the appropriate way of taking a share of its enhanced value 
would be to levy a duty on such transactions. But, as the collection of 
this duty involves considerable difficulty, and evasion of it would be 
common, the next best way is to levy an annual betterment tax on the land. 
This, if I remember rightly, is wdiat is done in Mysore. The Madras 
Government, however, decided against such a tax. Thev said : ‘ ^ A system 
under which a lump sum is recovered from the owner of "the land before he 
has reaped any actual benefit from the irrigation work is open to objec- 
tion, and a similar objection, though in a less degree, applies to any 
system of recovery which is limited to a term of years. The proper way^ 
DO secure contribution towards the capital cost of an irrigation work is 
hj the levying of a yiermanent charge in the shaiie of enhanced water-rate 
on the land benefited.’’ 

It might be answei’ed that the enhanced water-rate is a tax only on the 
increased produce of the land, not on the ^hineariied increment” in the 
market value of the land itself. But an enhanced rent does in some 
degree diminish the selling value of land, and to that extent the unearned 
increment is taxed. 

And, in view of the difficulty of apiiraisiug the increase in value and of 
collecting tlie tax on it, tlie State may be content if it makes a profit 
on its outlay, “takes the cash and lets the credit go”, giving up its claim 
to share in the enhanced value of the land. 

I may add here, though it has nothing to do with betterment, that 
it does^ sometimes happen that, when ryots ask for an improvement to an 
irrigation woi'k, and it is found that even if the inites on the land irrigated 
are raised (by raising the ‘class’ of the tank in accordance with settlejnent 
principles), the improvement will not prove remunerative, the Collector 
demands payment Ijy the ryots of a share of the cost of the iinpi’ovement 
as a condition precedent to its being undertaken,. This method suits certain 
cireumsfcanees (eig., when the ryots are well-to-do, and when the proposal 
is only to improve an existing irrigation source), but is obviously not 
suitable for erection into a general principle. 

Q. 98. — I sliould deny the truth of each of the criticisms. 

Not only does the land revenue assessment in Aladras not ignore ‘the 
ability to pay’ of the ryot, but it may fairly be said to ])e based on his 
ability to pay. The assessment is based on the productive power of 
the laJid, whether dry or irrigated. In theory, the State is entitled to 
half the net produce of the land. But in practice, it takes a very much 
smaller share. The assessment _ is made, d>riefiy, as follows: First, the soils 
are classified according to their eoinpositiou and fertility. Next, a grain 
value is attached to each grade, after experiments to determine the actual 
outturn of the stajhe food jiroducts on each variety of soil. This grain 
value is then con verted info money, based on the average prices of 20 
ordinary years (i.e., excluding famine and bumper years), preceding the 
settlement in the months during which the grain is sold, with an abate- 
ment for traders’ pro.hts, and for the distaiice the grain has to be carried 
to market, (Both in fixing tlie grain value and in fixing the average 
price, an allowance is usually made in fai'our of the ryob.) Next, the 
cost of cultivation is deducted . Next, a percentage, usually 20 per cent, 
on account of the vicissitudes of the season and of unprofitable areas (such 
as field bunds and cha,iuiols) is deducted. One-half of the remainder is 
taken as the assebsment on the land. 

A further reduction is made in the case of irrigated land, by classify- 
ing the irrigation sources according to the adequacy of the supply they can 
afford. There are usually five classes, with a graduated reduction in. rate 
for each class. Tn the case of dry land, there is also a grouping (usually 
two or three groups), so tliat those villages which are ])adly off in point 
of communicafions, are put in a lower group than those near railways or 
roads, and the dry lands in them are consequently rated lower than those 
in villages more favourably situated. Finally, although a large deduction 
is made tor vicissitudes of season,^ the assessment on irrigated lands is 
entire^" remitted, when the land is left waste, or the crop perishes on 
aceount of deficiency of the water-supply. The difference between 




the wet and the dry assessment is remitted wdiere on accoun 
deiiciency dry crops are grown. This is, of course, a direct eoi 
of the ryot\s ability to pay. 

(2) Nor is it true that the assessments lack the element of 

The assessments r(..„„J_ 

then altered only if there has been so great a rise 
preceding twenty years as to justify 

It is true that when 
water varies with the c”'':’' 
exceedingly complicated. \ 
beforehand fi'om the village accountant 
crop will cost him. 

(3) pie first sentence is demonstrably false as regards M 
the very forts ct ori(io of the system was the desire to free tii 
tyranny and extortion by dealing directly with him. The ^ 
the laud revenue is collected with ease, and as each ryot kn 

there is very little scope for tyranny or extortion 
viilage ofhcers can and do swindle the more ignorant lyots 
but there is nowhere anything approaching general extortion. 

Again, the time of payment is carefully fixed to suit th 
yenience. The assessnient for the year is payable usually in : 
instalments, tlie first instalment month being that in or befo' 
mam wot crop is usually harvested. 

^ (4) Lastly, the figure of 20 per cent for the expenses of 
L imagine, niuch exaggerated. I do not know where it is tal 
on what it is based. If it is based on the cost of land revenue 
tion as a whole, the answer is that there is a great amount c 


-- — — certainty. 

•emain unchanged for a jieriod of thirty years and are 
^ ' in prices during the 

an enhancement of the rates. 

W’ater is taken to dry land, the charge for tlio 
m’op, and the system of charging is, in some eases, 
1. But the cultivator can, if he wishes, ascertain 
what the w^atering of any particular 
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it does not serve to check the actual transfer of property : whether it re- 
strains the parties from having the subdivision made, I* cannot say, as I 
have not had sufficient opportunity for observing the effects of it. ' 

The objections to fractionisation are twofold: first, the cultivation of 
small plots is wasteful ; and second, the registry in the accounts of sinail 
holdings is a burden on the administration. On the other hand, you 
cannot stop fractionisation, and if you do not recognise it, disputes about 
cultivation will neutralise the agricultural advantage of cultivating bigger 
plots, and the burden of which the land revenue department is relieved will 
be shifted on to the police and magistracy, who have to deal with fights, 
and the civil courts who have to deal with less violent disputes. 

Q. 102. — -If the land is in a zamindaiu, ib is already private property. 
If it is Government land, it must be assigned permanently, for land Is 
obviously not well cultivated, still less improved, unless the^ cultivator is 
secure in his possession of it. The assignment, of course, is subject to 
the payment of assessment, and power should be retained to vary the rate 
of assessment. The water should never be allowed to Ijecome private 
property. This amounts to a compliance with the terms of the more than 
usually sweexiing dictum quoted in the question. 


Mr. Xaeacli g'ave oral evidence as follows : — 

The President, Q. — You are the Collector of North Arcot? 

A. — ^Yes. ■' ' 

Q. — You have done one settlement? 

A. — I assisted in the settlement of Chittoor about 12 years ago, and 
was a Settlement Officer from 1912 to 1917. 

Q. — In 1920 you were put on special duty to examine the whole ques- 
tion of water-rates? 

A.—Yes. 

Q. — Subsequent to that you were a member of the Water-rates 
Committee? 

A.— Yes. 

Dr. Ilyder. Q. — I should be obliged if you would tell us the main 
features of your system of charging for water in this presidency. You 
have the consolidated charge over tlie greater portion of the presidency? 

. , A.— Yes. . . . 

Q. — ^You classify the sources, the soils and the crops? 

■ A,— Yes. ' 

Q. — Then again you classify the croijs? 

A. — We classify the sources and soils hut we do not classify crops 
«jxce]3t to the extent that some croiDS, for instance, sugarcane, are assessed 
at a rate equal to two paddy crops. At the pi-esent moment I do not 
think there is any other crop which involves any alteration in assessment. 
All dry crops are assessed at the same rate and all the irrigated crops are 
assessed at the same rate. 

Sir Percy Thompson, Q. — I am not quite clear Avith regard to the source 
of irrigation. Suppose you had five different classes of sources, ten different 
rates for each source of irrigation. Therefore you AAWild get 50 rates, i.e., 
60 different classes, on that assumption. 

A.— Yes. 

The President. Q.— That is not a practical possibility, is it? 

X , — It does not happen A^ery often. There would not be more than 
about six different soil classifications and five classes of irrigation j but 
it might happen.* 


ote.-^In saving this I was wrong: forgetting that (1) different 
equal prodiictivitv are clubbed together for the purpose of money 
) that money rates usually go in progression, i.e., best soil under 
3 source is assessed at the same rate as good soil under 1st class 
111 North Arcot district, e.g., there are only 18 wet rates, 
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J^ir Percy Thompson. Q.— I do not say in one %n‘llage but in tlio same 
area. 

A.— Oh yes, it might, e.g., in a taluk, 

Q.__Snpposing it is six and five, possibly you will have to multiply 
it by two for the proximity of the particular village to a railway station. 

A, — No, that applies only in the (classification of dry lands. 

Q. — ^^^hy is it so? 

A. — On examination it was found iiot necessary in the case of wet lands, 
because the class ifient ion of sources gives >on enough variety of rate. 
Another thing is that a large wet area makes its own market. That- is 
the theory. 

Q.— Sni'ely you have thoroughly inaccessible lands wkero you have first 
class sources of irrigation. 

A. — It might happen but on tlie whole ib does not. It it is first class 
irrigation there will probably be a big x)opulation and good roads. 

Dr. Paranjpije. Q, — Do you cook your rates? 

A. — No, there is no cooking of wet rates in regard to ilie question 
of communications at all. 

Q. — I mean cooking as regards elassiftcatioii of soils. 

A. — ^Well, you can call it scientific cookery. 

Sir Percy T/m/np.so/i. Q. — Assuming land re venue is 50 per cent of 
annual value or of net assets, when you apply water to a piece of land, 
the water-rate which you would get is just 50 per cent of the increment, 
is it not? 

A . — 1 fear I do not quite follow you. 

Q. — ^Yoii have got a piece of dry land and it is assessed at Us. 2 
an acre. Now then you provide a first class source of irrigation and class 
it as w'et land, and you also find that the value of land revenue per aero 
is being raised from Es. 2 to Es. 5. Your water-rate for supplying water 
is five minus two, that is three. 

A.—Yes. 

Q. — ^That is, your land revenue was E«s. 2 before and now it has been 
raised to Bs, 5. What you should get as real remuneration for the supply 
of water is Es. 3, and as both Es. 2 and Es. 5 are just half the annual 
value of the land or net assets, this sum Es. 3 which you are getting is 
just half the increment, because the net assets dry were Es, 5 and the 
net assets wet Es. 10. Is that the way it really works. 

A.— Yes, I think it could be put in that way, but it is not the way 
it is arrived at. 

Q. — ^What I want to get at is ibis. Wliat is the real financial ofieet 
of your apifiication of water to dry lands? 

A.-~It is the difference between the old rate on the land and the 
rate which you will impose in future. 

Q. — Therefore, you give half to the landholder and half to the vStat<.\ 
Is that the only effect of supplying water? 

A. — Yes, Well th^ difference between two halves is also half. 

Q. — Then if the State only takes half tlie amount, doiiH- you think that 
it would be at least justified in claiming more than that? 

A.— I should think so. There is no^legislative enaetnient to bar it, 
so far as I know. 

Q, — The lando-wner has done nothing to improve the land; on the pblier 
hand the Government has done much to improve the laud. Is not the 
Government entitled to practically the whole increment? 

A. — ^Yes, hut the cultivator or the man who holds the land has pre- 
suniably done something by way of levelling and manuring the land to 
bring it to a .fit state for the cultivation of a wet crop. Generally speaking, 
dry land is not levely and levelling is necessary to makc^ it fit for wet crops. 
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- .i.-’-lou aro assuming that the Settlement OfHeer inns ro»classifiecL 

completed Ills sottiement 

ment it lis. 14,000. Government says that it is too hia; an inereasi 
as it IS about 50 per cent and me do not want more than 20 per cent Ir 
other words of having Rs. 20,000, Government sa.f it will Ik 

b“;''3ndple^ this assessment y 

A.— -It is not done in that wav. 

If you re-classify, you have a new <• 
rates which you propose and wliich, ; 
justify, say, 50 per cent more. 

S° til® financial effect is this 

settlement 'n'o were getting 10 per cent and we are now gel 

The p-esident.~Mr. Leach’s point is this. Governi 
manipulate the money rates. T!ie settlement i,s for mon 
have got an increase in inoucy rates. Tlierefore, vou k 
increaso it produces. 

A. — That is so. 

Q. — ^Government itself does it? 

■ , A. — ^Yes. : 

Sir Percy Thomimn. Q.— But whab about the next v; 

A.— It is generally done on the whole district. 

Q'T"^ think surely there is .some limitation in the ei 
can take place in a village. 

•~N°- The limitation is on the enhancement of the 
on the village. 

I)r. Famnjpye, Q.— Is it not 100 per cent? 

A.— xN'o. On the holding it is not more than 25 p< 

Q--Supposing your money rates 
inciease oi 100 per cent on the holding, what will you do 

I was wrong- 25 per cent of the maximi 
applied at once. I think if the increment on a nn.rti filin’ 


' a schedule of money rates, 
n and you have the mone\ 
to the rise in prices, ivoiilr 


Dr, Uyder. Q. — ^IVhat is yoiu* present systei 

A.- In some cases, tliere is a fixed water-rai 
throughout the Presidency, and in other eases, 
ditterential rate, which is the difference of W— D 
according as whether a crop is wet, partly 

Sir Percy Thompao^i. Q.— How do 
differential rate or the fixed rate.P 


which is Rs. 4 an acre 
it^ is what is called: ^tlie 
^ ^ ^ with all sorts of varieties''' 
irrigated, etc. 

you decide whether to appiv the 
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The Prcsklejil. Q. — Over ibe greater part ol’ tlie irrigated area you liav© 
Uie coiisojidated ^vet as-scssnieiii.. In certain recent cases the settlement 
rales liave been departed from, and a special rate %rliich is higher than tli© 
r)rdinary rate lias been hxecl. d'hat is in what is called the guaranteed 
area. 

Yes.. , ■ , 

Q , — Then in about 10 districts you have the differential water-rate? 


A.- 

Q.- 

A.- 

Q.“ 


-Jes. 


-That applies to areas not guaranteed? 

-Yes.' ■ ■ . . . 

-Ill the rest of the Presidency yon have tlie old rates which w^ere 
lixed 10 years ago? 

A. — That is so. 

hh~Tho question of rtwising the dilforeutial and the old fixed water- 
rates has been, under discussion for the last ten years. 

,, ,A.— Yes. 

Sir Fercy Thompson. Q ,.- — The ordinary consolidated rate applies to 
ryotwari areas where you can gnarantee water and so class lands as 
wet. 

A.— Yes. ■ 

Q . — The differential rate applies to izaniindari lands? 

A. — I doii^t think so. 

The President. Q. — I think the dUferential rate applies to zaiuindari 
lands. 

A.— I don’t think it applies to^ zainindari lands in Kistna district, 
because there is no dry j*ate to liase it upon. 

Sir Percy Thom. 2 )son. Q.— Does the fixed rate aj^ply to zamindari 
lands? 

A.- — ^Yes ; also to lands in ryotwnn-i areas in some districts. 

Q, — ^Why do they have a fixed rate as distinct from the consolidated 

rate?' " ■ ' ■ ■ 

A. — Only if water is taken to dry lands wdiich have no right to take 
water, the fixed rate is charged. 

Q. — But you could charge the differential rate? 

A. — ^You could. 

Q. — ^You are working towards a differential rate? 

A. — We are ’working aAvay from it. 

The President. Q. — In 1918 they decided to abolish the differential 
rate altogether and go in for the simple fixed rate, but they have not yet 
succeeded in ])r ingin g that into force. It has been under discussion ever 
since 1918. After your special duty,, a Committee of the Legislative Council 
was api^ointed to discuss it and tlie papers \vere la, id before tlie Council, 


but the Council refused to have it introduced. 

A. — The Water-rate CVjmmittee decided that the question should be 
discussed by the vSettlement Officer at the resettlement of a given district. 

Sir Percy Thomjnwn.. Q.- — ^What is a dufasal crop? 

A. — A GToj) wdiich requires irrigation equal to two wet crox^s. 

Q . — Can you have Uvo dry crops in a year? 

A. — Yes, ])ut they -would not be liable to ’water-rate. 

1)}\ Jlydcr. Q. — So in this Presidency you have no uniform policy? 

A.— No. 

The President. Q . — In the case of certain new' projects, Government 
have refused to guarantee any area. Although an area ought to have been 
settled as wet, it has been left as dry, and a fixed water-rate, varying 
with tlie different systems. Inis l>een introduced. 

A. —Yes. 

Sir Perry ThoinysOH. (L— Then Ihero ai*o different wuier-raie,s fixed 
for particular w'orks? 

A.— Yes, . . ...... 








Ihc President, Q. — Yom* propo.sal was tliafc you slioulcl iioi have 
different rates for now works, but that you should have special wot rates 
lor them, and you should look to their gradual Jovelling up as a result 
of the resettlements. 

A. — If the rates on tlie old wot settled area in course of time came 
up to the level of your new project rates, the new project rates would at 
the next settlement be enhancod. 

Q.— It is stated in your report that “it may be hoped that fcJie dis- 
tinction betvyeen the new project areas and the rest will disappear in 
tlie course of future settlements when the general j*ates idse to the level 
of the special project rates.’* Do you think that under present conditions 
there is any hope of that taking place? 

A. — Probably not. It would all depend on the cost of tlio wow [u-ojeci. 

^ Bi\ Uyder. 0. — I should like to know what preciselv is vour difficulty 
in the zamindari areas where land revenue is permanently settled, and 
where the lands receive water from Government sources. "Uliv can’t you 
charge the full commercial value for water? 

A.— You do not know what the full value of water is, but aimri from 
that, there is no legal limitation to the charge for water. 

Q. — You say that it would seem somewhat inequitable to charge a 
higher rate^ for water siipplied to these lands tlian for water supplied to 
land adjoining them which is subject to the consolidated wet assessment. 

A.— I only meant that if you liave two fields, one ryotwari and ilu‘ 
other zamiiidari, side by side, the ryotwari bearing a fixinl wet rate and 
tlio zamindari pajdng a dry rate to the zamindar and also a rate for water 
to Government, it would lie inequitable to charge the zamindari at a 
luglier rate than you charge the ryotwari. 

Q. — On the ryotivari land your position would ho that you have 
a total charge which is varied every 25 or 30 years. On the other, the 
land revenue is fixed, «and the only possible thing to do is to maninulato 
the water-rate. ^ 

A. — That is so. 

The rresident, Q. — Isn’t the inequalitv actuallv the other wav at 
present? The zamindar is paying a rate which has not been varied for the 
last hall century, while the ryotwari rate is revised evorv 30 venrs 


Q.-~-Tlie more uiitavourHhly situated a piece of laud is, tlie iiiore yon 
hiivo to pay lor water under present conditions. The more a project 
costs, tlie more it lias to pay. 

■■A,— Yes. 

Q.-—A project like Bhavanasi, whicli was started as a protective work, 
is paying twice tlie rate paid by the best land in the Godavari and Kistna 
districts. Isn’t that a rcdiictio ad ahsurdvrn? 

-^A.—Yes.' ■ ■ , . . 

Q.— Yonr fh*st attempt should be to get a general level of water-rate 
based on wiiat the ryot is ready to pay in the least favourable circiim- 
.stances, 

. A.' — Yes. 

Sir Faycy Thompson. Q. — In other ■words, it ought to he based on the 
, vaine of the water to the cultivator and not on the cost of supi)ly. 

A. — Yes, but it is very difficult to find what n ryot is prepared to 
pay. 

The President. Q. — ^You know what he is ready to pay in Bhavanasi: 

If ho can pay it there, he can as well pay it in Kistna. 

A.— Yes. 

Ur. Paranjyue. Q. — ^^Voiild yon be in favour of doing away with the 
consolidated wet rates altogether and having a land revenue plus water-rate 
every where if you could do it? 

A. — Yes, I think it would simplify matters, 

Q*. — ^^Vithout attempting to increase the i^resent -wet rates, couldn’t 
you divide it on a rough-and-ready basis into two parts, one part being 
land revenue and the other water-rate? Yon. could ask each cultivator 
what ho considers should ho the land revenue part of it and what the 
water-rate x)art. 

A.— Yes. 

Sir Percy Thompson . Q. — What is the object of this division when the 
total payment is the same? Aren’t you contemplating raising the water- 
rate? 

The President. Q. — ^Would you advocate a uniform water-rate for 
lioinogeiieous areas and for sources of supply of tlie same class? 

, A.— Yes. 

Q. — ^Wheii you have that, whatever else you take from the land imder your 
settlement system is due to the land. 

, A, — ^Yes. 

Sir Percy Thompson. Q . — It seems to me that the consolidated rate 
i'i the faii’est tiling, because it .makes the land the added value on 
account of tlie water. 

A. — The difficulty, if you dissociate the water-rate altogether, is to 
know wliat water- rate you are going to charge. 

The President. Q. — In iiurma they delilierately state that Government 
is entitled to a. larger percentage of the net assets in wot tha.ii in dry 
lands. 

A.— Yes. 

(,),■— -In the case of xirojeets tliat do not xmy their way, do yon agree 
that the ryots under them should ])ay as much as they can be made to 
pay, short of stopping them from taking the water? 

. ■ ’a.— Y es. 

(}. — Then you would Inn e a certain debit balance left. Is it right that 
that debit balance .slioukl be met by the general tax-payer or by the 
l>eo])le who benetlt by the Government’s irrigation enterprise? 

A.— There is noihing in it. The general tax-payer and the people who 
benoih, by Ihe Irrigation tmrerpri.se as a whole may be regarded as one. 

Sir Percy Thompson. — In any case, even snx>poshig Ils. 2 would pay 
you handsomely, if it is worth 11s. 20 to the eultivator, ymu should cluirgo 
him Es. 20. The cultivator ought to be made to pay what lie can. 





The l^rtsidtnt, oil my iij iho re]K>rt thai. ‘Hiic only po^ssil/b 

pouc,y bu])jeot to reservation (ni, tlie question oi faiuiue pi’oleetioa seems to 
l:z tz irrigation pay own way^ and ilio poliey is fortunately 

profits of eultivatioji due to irriga- 
weil afford to pay. It is tiie only 
1.0 consuiner must pay. In 
as railways and tlio pos.t 
‘SOU wlio travels or sends 
services pay.” What you 
,,.... 1 ... .Lo services pay? 


he to make irrigation pay 
favoured by the circiiinstanco that the 
lion are so great that the ryots can 
policy economically justifiable,* the policy that th 
other forms of State or communal service sucli 
office, the normal procedure is to cl large the per 
letters by x^ost, a rate which will make these sc.. , 
do there is to put on a uniform rate that will make the 

A.— That is so. 

Sir Ferci/ Thompson. Q.—The difference is that anybody can go and 
buy a railway ticket, but the iieople who benefit h^* your irrigation scheme 
are certain selected iieopla 

A.— Yes: therefore, they sliould pay more. 

Q. — ^Pay up to what the traffic will hear? 

■ 'A. — ^Yes. 

T/ie Prcsh?ea#.-Q.— -Subject to what you say lieie. about the reservafcion 
for famine protection, is it right to cliargo a uniform rate wiiicli iniglit 
result 111 some of the iiioi'e favourably situated scliemes xmying for tlie 
less favourably situated schemes 

_ A.-yl I should x^i't'ftw to base the rates under eacli scheme on 

tlie cost of the sehenie, i.e., make the person oii whoso boluilf you are 
spending money pay for it. 

Q.— I do not quite we llie fairueis.s of that. The beiiGHt tliev set i.s 
the same. ' ^ 

all question is whether it i,s wortii your while to do*it at 

/“'T tliscount the favours of nature. 

W y can t itp In Lower Burma, paddy laud, to which Govermuent supplies 
o watei, pays a consolidated rate just the .same, although no expenditure 
IS mcurrecl* 

A.— If you are going to start a now project, how would ;>'ou fix a rate? 

Q.—l should have a genei'al rate which I sliould vary with reference 
to prices, ^ say every five years, if variation was needed and 'if a new project 
showed signs of paying in due course, I should he prepared to undertake 
helph^^you^^^' projects where the favours of nature are 

A.— Yes. 

m wei'c adoplcd, surely people who derive benefit 

fioin the old niigation schemes already constructed would ojipose new works as 

Presidency wouk? havl 
while and tliat lias actually )>oon the ease in the 
Mottiir project wliere you luive had 1 o wait till peonle conld nfFmvl f,-. 


d 3 o you think tliat the new cultivators under the 
acqiuesce in _ permanently paying three times tho 
3 nt land ior just the same service? 

_ if you could jusiify thiif. Till! m-c ;u-o hound hv 
he people wlien we lised l.ho rnhi. 

-rate variable at ilie discretion of Oovernment? 



Q;-*~-Yoor Wator-rato Committee objected to any variation in wator- 
raicH exooi»i district by <listrict every 30 years, and you sav ibev were 
dominated ]>y the landed interests. 

_ A.— Yes, some members of it voiced the protests of Godavari and 


Q.-— Aren’t the Godavari and Ivistna people grossly underassessed in 
the matter of water-rate? 

.A,.-— Yes. ■ . . . ■■■■'. 

Dr. Ryder, Q.— Godavari and Kistna are permanently-settled areas? 

A.— Some arc ryotwari and some zamindari. i think they are mostly 
ryotwari. * ' 


A. I tliiiik the practice varies in different zamindaris. 

Q.;-lt is alleged in some parts that the charge of Rs. 4 on zamindari 
lancis IS too small. It so, does the zamiiular raise the rent? 

A.—Yes; in some zamindaris the rent is paid in kind; it is half the 
crop so that it a man takes Government water, the zamiiidar would get 
the heuehfc of it. ^ 

Q. — Then it iiiust bo the zamindar who pays the water-rate? 

A. Yes, 1 think it depends on tlie terms of the zainindar^s settlement. 

The President. Q. — Have you studied the volinnetrie system 

A.—Yes. 

Q. Mr. Gallotti considers it to he cpiito iiraeticable. 

T ! Italian ; the volumetric system is widely used in Italy. 

J. don't know wliat Ins arguments in favour of it are. 

Q, — You have not seen his paper? 

A.-~No. But can lie guarantee that the module will not be inter- 
uwecl witli,^ The question is one of internal distribution. 

Q. You say that the betteimient tax is in operation' in AEysore? 

A. — Yes. I think so, 

Q. — You have not had any particulars about it? 

A.— I read about it in a G.O. of 1918. 

Sir Percy Thompson. Q. — Is that betterment tax in addition to the 
water-rate? 

A.— Yes. 

Q.— What is the point in it? 

A. --—I he idea is that your wateivrate does not include tlie wliolo charge 
for water. ^ 

Q.— If you absorl) by means of tlie watoi-rato the ivholo of the en. 
iianeed animal value, there is no increased capital value. 

A. — 'No, possibly not. 

The President. Q. — No wateiM’ate in India ever absorlis the whole of 
the increased annual value. 

A.— Yes. 

Q. — ^Yon quote a case in which they are ready to pay down a cash 
contribution for improvement. The betterment rate is an alternative to 
the cash contribution. It simply means a terminable annuity. 

A.~Yes. 

Sir Percy Thompson. Q . — You demonstrate that tliere is an ineremenic 
and then you take a part of that increment by means of a betterment tax. 
If yoii can charge the increment as inudi as possible by means of a water- 
rate, it seems to me that a betterment tax is quite unnecessai’y. 

^ A, — Yes; I think so. The difficulty is to tax it properly or rather to tax 
it fairly. It is difficult to force up the water-rate high enough to cover 
the enhanced value: 
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The Presidfint. Q.— And also yon liavo no law nnder wlricli yon can 
(wnipel tlio people nnder a partienlar work fo take water and pay ino 
- -water-rato? 

A.— No. 

Q. — ^Ancl further, the rate at whieli. you can .secure agreemeut i.s 
comparatively low? ^ ^ ^ 

A.--Yes, 

The Maharajadhirajci Bahaditr of Burd lean, Q.—Iu rex>ly to Q. 98 you 
say: ‘‘Nor is it true that the assessiueuts lack tile eleiueiit of certainty. 
The assessments remain unchanged for a period oi thirty years and are 
then altered only if there has been so great a rise in priees cliirmg the 
preceding twenty years as to justify an enliaiiceinent of the rates Am 
I to understand that ordinarily the assessnient is not changea after a 
X^eriod of thirty years? 

A. — It is changed after a period of thirty yeai's. 

Q ^Ordinarily, the alteration in prices is so great after thirty years 
that there is every justification for raising the assessnient; 

A. — ^Yes. I think there is only one district^ — Cuddapali — where the 

rates have not been increased. 

Dr. Eyder. Q.— What is that due to? Is it because the peoide are 
not affected by the rise in prices? 

A. — The Settlement Officer, i\fr. E. W. Davies, put the case very strongly 
and Government accepted it. 

l)r. Paranjpije, Q, — Does it menu that the old assessment was pitched 
too high? 

A. — No. It meant that although there was a case for increasing the 
assessment on the basis of prices, the tract was generally backward and 
subject to famine and it was inadvisable to increase the assessment. 

Q, — But surely it means that the old assessment was excessive? 

- A. — ^Biit it was fixed on the basis of x>i'ices then iirevailing. It was 
fair from that iioint of view'. 

Q. — But there might have been a mistake committed then, or the 
liolicy in those days might have been different. 

A. — The policy was the same, I think. It w'as only that there had 
been no considerable improvement in the district. The rainfall is scanty 
and the tanks are small. 

The Maharajadhiraja Bahadur of Biirdwan, Q. — In your part of the 
world, do you find a growing tendency to oiipose periodical surveys and 
settlements ? 

A. — Since the Eeforms, there has been considerable opposition. 

Dr, Paranfpye, Q.— -They have also passed resolutions in favour of perma- 
nent settlement. 

A. — ^Yes; and it is also now proposed to fix by law' the maxim urn enhaiiee- 
'nient. . . ■ ■ ■ ■ ■ 

The Maharajadhiraja Bahadur of Burdxvan. Q. — Do you think that one 
way of obviating that difficulty w^ould be either by having the maximum 
limit of enhancement, as you have just now' mentioned, oi' by having youi' 
settlements at longer intervals? 

A.““You will have then a greater outcry at the end. 

The President, Q. — ^Does not the fixing the limit of increase tend to 
perpetuate the existing inequalities? 

A. — Quite. The objection is not because^ enhancement is any more bard 
nowadays, but merely because political action is altogether more fomrard 
than it used to be. 

Dr. Paro.njpye. Q. — Is it due to the feeling among the IVrombers of the 
Degislativ© Council that the village people pay far more as taxes to the 
G-overnment than the town people do? 

? T do not think so. I think it is due to the general dislike of 
’ the rich to have their taxes increased. I do not think it i« clue to any agita»* 
: tion oti the part of the small holder; 


Ii; 


m. 


The MahaTaja-dhiraja Bahadur of Burdwan. Q, — I am not conversant 
with your system or the class of peoi)le who own land. But in Bengal every 
man practically owns iand^ and so the chanii>ions of the tenants in the 
Legislative Council oppose survey and settlement. The middle class culti- 
vator or the middle class tenure-holder is more opposed to survey and settle- 
ment than the tenant himself is. That is my experience in Bengal. 

A. “-Yes. I think it is so here also to some extent. 

Q. — You say again in reply to Q. 98 (4) ^^the figure of 20 per cent for 
the expenses of collection is, I imagine, much exaggerated”. Could you give 
uis . the right figure ? 

A. — I am afraid I have not the least idea. 

Q. — Is 20 per cent the margin allowed under your rules? 

A. — ^Noj there is no margin. There is no fixed limit at all. T do not 
know where the 20 per cent came from and on what it was based. 

The President * Q . — It has been frequently urged in the Madras Legis- 
lative Council that the percentage cost of collection is higher than 20 per 
cent, and that it is much higher in Madras than in any other province. 

A. — Oh, I see. 


Bt. Pamnjpye, Q.— You say; *^the time of payment is carefully fixed 
to suit the ryot’s convenience. The assessment for the year is payable 
usually in four monthlj^ instalments, the first instalment month being that in 
or before which the main wet crop is usually harvested”. Have you heard pf 
the complaint that the ryot generally does not get the benefit of high 
prices, because he has to sell his produce immediately after the harvest and 
occasionally before the harvest. 

A.~— I suppose he gets better terms even if he sells his crops beforehand. 
Q. — He is forced to hurry up the sale of his produce even under unfavour- 
'able conditions? ; ■' ■ ■ 

A. — Yes; he may have to sell bis crop or a portion of it at once in 
order to pay the first instalment. 

Q. — ^Therefore, your figures for prices would not generally affect Iiis 
ability to pay unless you take the prices of that particular time. 

— Xf the general average of prices has risen, he will get the same 
proportionate benefit. 

your system of payment is such that he is forced to sell even 
under unfavourable conditions of the market? 

, A.— Yes.': ■ 

T)i\ Eyder. Q. — Is not there the fear that if the cultivator is allowed 
time for six months, he might not have anything left with which to pay? 

A.' — Yes; he might celebrate a marriage. 

q.—It appears to me that there is too much of assessing and assessment 
work- in the villages here. Are these boundary stones over the entire 
Presidency? 

I' A. — Yes. 

Q _On whom does the original cost fall— on the Government or on the 
owner of the field? 

A.— On the Government. 

Xf the stones are lost, the cultivator has to make them good? 

A.— Yes. 


is the point of having these stones all over the Presidency? 
Don’t you think that too much of assessment work is involved thereby? 

A.— I think it saves a good deal of litigation, although the cost of survey 
is very high. 

n ^With regard to the question of the cost of collection being high,^ it 

annears to me tlfat in your Presidency you keep a number of registers which 
are not kept in other provinces, so that you have got an abundance ot 
statistical material and that naturally puts up the cost. Is that so? 

A. — ^Yes; I suppose itus sq* , ' 
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The President, Q. — Do you consider that you could reduce or get rid of 
a number of officers if you kept fewer registers? In other waixh, do vou 
think more is involved than the cost of paper? 

A. — Certainly not. 

Q. How many villages does a grouj) consist of? 

A. —Not more than one or two. 

2)r. Paranjpye, Q. — Could you not have one village aecomitant for four 
or five or even ten villages, if the number of registers was less? 

deAmr 

Dr. Eyder, Q. It is so in the Punjab, where also the Government deals 
directly with the lyot. Althougli the land revenue is paid to the headman 
ot- the village, the Government really is in touch with the individual ryot 
and there the nuiuher ol registers is less. The pnturirl keeps only two or 

twelve villages liiider his 

A. I imagine the irrigation staff is much bigger there. 

Q.— Here he does the ordinary land revenue work and irrigation work? 

A.— Yes* he records all cultivation and works out what each man has 
to pay. 

Y/ie President. Q. — ^^Yhen a large reduction was actually made in the 
Village staif, what was the result in the Council? Is not tliere a Bill to 
re-instate them? 

A. ^Yes j there is a Bill now to reinstate them, though they were 
thought unnecessary. 

Dr. Eyder, Q. — ^The Council wants to reinstate them and thus provide 
employment for them. 

A.— Yes. 

Sir Percy Thompson. Q. — With regard to Q. 100, you take the view that 
land revenue is a rent and not a tax? 

A.— Yes. 

Q. — And you rather base that on the fact that the man gets a quid pro 
quo? 

A.— Yes. 

Q. — ^But people usua-lly say that he is the absolute owner of the land. 

A. — I do not till nk he is here. I think the State is the owner of the land 
and he holds it only so long as he pays for it. 

Q. — ^What is his title? Has he not got a pat fa? 

A. — 'Yesj but the %yntta is not a title but rather a receipt, 

Q. — Is there any documentary evidence for the terms on wdiicli he holds 
his land? 

A. — Not for the individual, except that he holds the land subject to the 
Xmyment of the land revenue and that if he does not xiay it, his land is sold. 

The President. Q. — You have got the chitfa from which the puffa is 
extracted ? 

. A. — ^Yes. I have seen it stated that the State is the holder or the owner 
of all land. 

Q. — ^Aiid the ryot merely gets certain rights over the land, one of the 
conditions being the payment of the land revenue? 

A. — ^Yes, the sole condition. This is the basis of all dealings between the 
Madras Government and the landholders. 

. Q. — But how do you apply tlyit to land acquisition? It is Government 
land and yet Government pays the full value? 

A'.— Yes. 

i Percy Thompson. — I think it is quite consistent. Government lias 

! parted with certain rights which it acquires. 

Eri Q. — do not quite understand the distinction you make 

between and land revenue. You say, ^'The payment of ineome- 
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tax bi'lngs in no direct return to the payer, but in return for the payment of 
the land revenue, the agriculturist obtains the enioyment of land”. I should 
like to be quite clear xUs to your meaning. Now when a man pays income-tax, 
what does he obtain? He obtains the general protection of the State in 
respect of life alid property. When a man pays land revenue, what does he 
get in return? 

A. — Even a man who does not pay income-tax gets the genei’al protection ; 
but the man who does not pay the land revenue does not enjoy the land. 

Q. — ^The point is this. A pays income-tax and he obtains protection of his 
own person and property. B, a land-owner, pays land revenue and ho 
obtains protection of his own person and jiroperty. Where is the difference, 
unless you assume that the land belongs to the State? 

A. — B pays for the advantage he gets out of the land and not for any- 
thing else. He gets the crop. 

Q. — The practice that prevails in insecure j^rovinces like the Frontier 
or in the Northern Punjab is that the cultivators or the peoi>le who own 
the land pay the land revenue and the Government gives them jirotection, 
or rather guarantees them in the possession of the land. That is, the 
Government guarantees to these people the indisputable right of enjoyment. 
Secondly, there are pfKjple who may not own lands and may not pay land 
revenue, but they may own cotton mills or an.y other business and they pay 
in the shape of income-tax, etc., and they get in return from Government an 
undisputable right of enjoyment of whatever they may possess. The doubt 
which is lurking in the minds of many of us is this: if the State does not 
extend its protection to these people who are in the enjoyment of their 
prox>erty, they may be turned out by anybody. 

A. — Quite probable. 

Sir Percy Thompson. Q. — Take, for instance, a landlord who rents his 
land on a 99 years’ lease, the tenant builds a house and sublets ^f or 21 years’ 
lease on payment, who is the owner? It is all question of division of rights. 
The rights of the imople are secure in consideration of the payment of land 
revenue. So it is not a tax. 

■ . A.“— Yes. ■ 

The Presidpit. Q.—TIic [)resent land revenue is the eominuted share of 
the produce j is it not? 

Ax—Yes.. , ■ ■ , , 

Sir Percy Thompson. Q. — Is not the payment now made to the State 
exactly the same thing as a tenant makes to the zamiiidar? In one case you 
call it a rent, and in another you call it land revenue. 

A.—Yes. 

The President. Q. — In answer to Q. 98, you say first that ^bn theory the 
State is entitled to half the net produce of the land”, and then explain how 
the assessment is made. In the end you say, ‘'One-half of the I’emainder is 
taken as the assessment on the land”. Can you tell us what is the percentage 
taken in the Chittoor settlement which you did? 

A. — I am afraid I cannot tell you now. 

Br. Parcmjpye. Q. — You say, ‘T know of no way to check fractonisa- 
tion”. Do you think that any legislation is necessary for the purpose? 

A. — As far as I know, no legislation will be of any nse. 

Q. — ^^Vhy, it has been working very successfully in other counirios like 
Denmark, Switzerland and others. Not only that, there are la,ws also 
which require redistribution of holdings, so that they may be made economic 
holdings. 

A.— “I do not know that. 

The PresixJent. Q.— You say, “You can levy a cliarge on making a sub- 
division as bas recently been done in Madras”. How much is it. 

A. — I think it is one rupee per field line. 

0 —You sav that inequality due to temporary settleinents is obviously 
not avoidable. 'This is due to fluctuations m prices which have occurred. 
Does it work out all right in the long run? 

A.— T should think it has so far. . In the ryotwari settlomeuls the 
prices have been rising; of conrse, they might rail again, 
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,, Q-— Tlicy have gone up much wore rapidly in some periods 

mothers. ■ ■ ■ ■ ■ ■, 

A. I suppose they luive gone up a great deal in the last few years. 

Sir Percy Thompson, Q. — is it not a gamble rather than an inequality? 
it IS liiv6 income-tax: when you have high profits you pay more, and when 
.■ . .you -have, low p,rolits you pay less. 

A. ^Aou cannot get any particular equality in taxation, 

j. I Q- onid it not he practicable to work a >svstein similar 

to that obtaining ui Australia P You have three factors. First, you have a 
valuation staff which values the land just as your settlement department does 
riien you have the C4ovennnent which would fix the rate. Lastly, you have 
the Collector who tvouid apply the rate to the valuation. Would you apply 
the system ot valuotiion, the rate lieing fixed for the time being by the 
Council ? j 

A.— That could be altered at will. 

Q. No. As the districts fall in for resettlement, you will liave to substi- 
tute tor t'Jie settlement ot the revenue the valuation of each holding. 

A.— How would the valuation be done? 

Q. Just like in the settlement, ajiplying rhe same principles. 

A. — 111 what terms would it be expressed? 

Q. — On the animal value, so miicli per acre. 

Br. Pamnjpije, Q.y^Would you go still further and say that the valuation 
lor tins piece ot laud is so nuich grain? The Council will fix such and such 
a percentage, and the Coi lector will apply that percentage and take not so 
much percentage of the grain, but the percentage of the price, or tho 
average price value of the grain. 

it will be a veiy difficult thing to do in that way. It will bo 
very dimcult for the legislature to settle the tax. 

The President. Q.—They would fix one uniform rate for the whole 
Presidency. 

A. — 'But I mean varying the rate. 

Br. Pamnhm. Q.-~-No, it would be just like the Finance Bill. It 
Will be fixed every year. 

A.-— There will be a good deal of uncertainty; the ryot cannot know 
what he has to pay in a particular year. 

Q. — But he knows what the valuation was. 

A, — May be. 

Q. — At present it is a very difficult thing. Do you think the valuation 
system will be practicable? 

A.— Yes. The settlement has been done, but the valuation has not- at 
any late, in the oiiginal settlement the valuation is there, and to make a 
new valuation will be a big undertaking. 

Q.— You only undertake it in lieu of resettlement? 

A, — ^Yes, but the original settlement took a long time to do an extra-^ 
ordinai'y long time, say, foui- or five years. ’ 

Q. — should the valuation take more time than a resettlement? It 
could be done on the basis of your accepted doctrines for settlement purposes. 

A. — But I do not think the lacts can be known enough to be accurate. 
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Written memorandum of Mr. Bamaiya^ 

tliroiigh the cjiiestioniiaire prepared by .vom- Com- 

their answer to questions which require for 

tueu ans-ivei statistical or official mlormiitioii, or knowledge of particular 


local conditions, to wliieli 1 lla^x no access here, my riews with regard to most 
of tlie otlicj’ qucstious wiiidi deal with general principles and their appli- 
cation to Bj'itisli India, are expressed in my recently piiblished book ‘A 
National System of Taxation’ of which I believe, 1 have given a copy to your 
Committee. If your Conimittee docs not possess a copy I shall be glad to 
send them one. 

Your Goiiimittee’s questions relating to income-tax do not ai}pear to me 
to he quite cojuprehensive, or to deal with all the aspects of the subject. As 
a person who has made some special study of the subject of ijicpme-raxation, 
and who as a professional lawyer, has had also something to do* with income- 
tax eases, 1 have to bring to the notice of your Committee, that the existing 
Income-tax Act in British India, though a considerable improvement on its 
predecessors, is stiii very defective and requires rectification iii important 
particixiars. Some of the more important defects have been dealt with i:a my 
book, and in the note on ‘The Machinery and Methods of Assessment’ -which 
I sent you in November last, and I only propose here to invite your Commit- 
tee’s attention to some other defects, 

{a) The proviso annexed to Section IX (2) of the Act says that where 
house property is in the occupation of an owner for liis own residence its 
aimual value shall be deemed Jiot to exceed ten i>er cent of the total income 
of such owner. It will be seen from this that the annual value of residential 
houses is made to dejxeiid uixon the varying total incomes of the ovriiers. The 
incomes of business men in general, and of all those persons whose incomes 
are earned abroad and who are not bringing all their incomes into British 
India, seldom are uniform and vary a great deal from year to year. In spite 
of the fact that they live in xJ^tlatiai buildings, costing lakhs of rupees (I 
have in mind in x> articular the Nattukottai Ciietty community cf Southern 
India) they escape income-tax to a very large extent on the annual value of 
their house properties, the estimation of which is not in any case to exceed 
10 per cent of their total incomes accruing in British India. In i)lace of the 
existing provision for estimating the annual value of house proxxerties, in 
the occiijxation of the owners themselves, I would suggest that the saxne may 
be fixed at 5 per cent of the capitalised market value of -the property to be 
determined once in five or six years. 

(5) Sub-section (2) of section IV of the Act exeniiDts from the income- ,, 
tax and does not even include for purpose of determining the rate of tax^ 
to be applied, incomes accruixig and arising out of British^ India. From 
the stanclpoint of fiscal justice, this provision is not in any view defendable. 
It cannot be denied that persons who reside in this country and enjoy the 
social advantages of such residence, owe a duty to the Cover iimeiit of this 
country, irrespective of the sources wlience their incomes are derived. Most 
of the' rich Nattukottai Chetties of this part of India have their business 
outside British India such as Ceylon and the Federated Malay States, and 
scarcely bring their incomes liere, leaving the same to accumuiate there, ten- 
fold, twentyfold and liftyfold for a sei'ies of j^ea;rs. So that, in spite of 
the fact that they hold very high social positions in life, and enjoy all the 
amenities of such life in this country, they pay little tax to the Indian Govern- 
ment. The absence of an income-tax in such foreign ifiaces as, for example, 
Ceylon, -vdiere they conduct their businesses, is a great inducement for them, 
not to bring tbeir* accunnilated vrealth to British India at all. Further, even 
if they shoald, at any time, transfer their accmaulated -^V'ealth to this 
country, they practically escape x^aying the Indian inconie-tax because under 
the Act, only in comes which have arisen within three years of their being 
brought into' this country and not accumulated incomes of earlier years, are 
liable to be taxed. If the income-tax should be just in its operation, this 
sub-section (2) of section TV of the Act should be removed, and all incomes 
whether arising witliin or vntliout British India should be made liable to 
pay the tax. [This in a way covers the second half of ciuestion 46 of your 
questionnaire.] 

(c) With regard to double tuxabioin judged in the light of the sugges- 
tions contained in~the Eepoit of Double Taxation submitted to the Financial 
Committee of the League of Nations by Professors Beligman, Eiiiaudi, and 
Bruins and Sir Josiah 'Stamp, it appears to me that the provisions contained 
in section 49 of -the Indian Income-tax Act are highly satisfactory and 
economically as well as financially advantageous to this country. The only 
thing needed is that the provision should be extended 'bo all foreign countries 
withhi the British Empire, and not confined to. the ITiiited Iviiigdo’m alone 
as at present. 



(d) Having regard to the method of life led by the generality of 
people ill this country, it is very regrettalile that under the existing income- 
tax (aw there is no provision under which an assessoe can <daim decliietion 
from Iiis taxable income of the interest he pays on amoimts ho has borrowed 
for family or other purposes. Only in the case of business people allowance 
is made for interest paid on capital borrowed for their business purposes only. 
Alost of the rich and middle class people in India, especially the land-owners, 
are not carrying on any such regular business as contemplated by the defi- 
nition of^ the tenii given in the Act, Init are in the habit of ieiiding, doing 
business jointly with others, borrowing in their own iiicli vidua! names, paying 
interest on amounts borrowed, and so on. In such cases as well as in the case 
of business^ men tliemseJves, who have borrowed foi* other than Imsiness pur- 
poses, the income-tax authorities are refusing to make allowance for interest 
paid on amoiinte borrowed. It appears to nie that it is liarsh and unjust 
to tax the incomes accruing to individuals wiLhout deducting the interest 
they pay on amounts borrowed for whatever purpose. 

(e) One other point which I wish to bring to the notice of your Com- 
mittee is that tPe existing rates of income-tax and super-tax on incomes 
of foreign companies accruing and arising in British India are too low, 
especially when we have regard to the fact that Ihoir shareholders are for- 
eigners whose incomes are not avaihiule for tlie Indian income-tax. I would 
suggest that a distinction should he made between Indian and foreign com- 
panies, and that the latter should he made to pay income-tax and super-tax 


With regard io the other faxes tlealt with in the questionnaire, 1 believe 
I have in my book sufficiently suggested and indicated, though not elabo- 
rated, the lines on which they sliould be reformed and regulated. By over- 
sight 1 did not send the annexed note on ''The Administration of Customs 
and Excise Duties’* when I sent you the note on income-tax. 1 am sending 
it now and it may be read as a continuation at end of Chapter B of my book. 

So far as the division of taxes between the general and Provincial 
Governments is concerned, my own view is that India is in some respects a 
federal, and in some others a unitary State and that the experience of 
other countries will not be of much help in guiding policy here. I would 
% suggest that while the existing distribution of the taxes inav well be main- 
taiiied, the tax laws should be made uniform for the whole country, and left 
entirely under the control of the Central Government, so that not only the 
burden of taxation but the methods and machinery of administration may as 
far as possible be uniform throughout the country. 

I inally wdth regard to the whole scheme of taxation refei'i’ed to in 
Q. 26. I wish to bring to the notice of your Committee, that though 
the principle of ‘Faculty or Ability’ to pay may have been until now the 
prevailing and accepted principle of taxation, a new and more comprehensive 
principle founded on the theory of 'j^Iaxirnum Social Advantage’ and 'Mini- 
mum Social Sacrifice’ is now coming into greater pronuiieiice, as a result of 
a wider understanding of the conditions of social well-being, and is sure 
soon to become the sole determining factor of taxation policies! In this con- 
nection I may invite the attention of the Committee to Professor 
A.C. Pigou’s great work 'The Economics of Welfare’ (especially part IV of the 
book), and to the essay on 'National Taxation after the War’ contributed bv 


are various kinds of commodities, all of wliick liave to be elaborately dis- 
tinguished and differentiated, if the actual working of the tariff should pro- 
duce the results contemplated by the principles of policy enunciated in this 
chapter. Articles of comfort have to be differentiated and classified accord- 
ing to their respective degrees of useiulness, while superfluities and other 
undesirable commodities will require to be distinguished according to the 
degree of their objectionableness. Again in all classes of cases, owing to the 
great diversity that exists in industrial processes and products, it becomes 
just and necessary that different rates of duty should be imposed as between 
different grades and qualities even of one and the same kind of commodity. 
Sometimes differential rates will also have to be employed, either owing to 
a policy of imperial preference or owing to mutual teeaty ol^ligatioiis with 
foreign countries, in both of which cases, articles of particular description 
or with particular manufacturer’s names or labels, will have to be specially 
treated bj’' the imposition of lower than the ordinary rates. The following 
table wdli convey an idea of the extent to which specialisation of grades 
w'itli reference to imported articles has been carried in the tariffs of the great 
commercial countries. 


Country. 


Australia 

Austria 

Bulgaria 

Canada 

Denmark 

France 

Germany 

Japan 

Norway ^ 

Roumania 

Russia 

Servia 

Spain 

Sweden 

Switzerland 

Union of South Africa 
United States 


Number of 
Tariff. 


Ratings. 

450 

657 

562 

751 

801 

654 

946 

647 

753 

854 

218 

670 

718 

1,311 

1,164 

175 

481 


Compared wnth this, the existing schedule of tariff rates in India slio^s 
that the duty paying articles of import there are grouped under not more 
than 149 heads, giving rise to niiieli overlapping for want of sufficient ela- 
boration of the tariff*. There is not that minute division into classes, grades 
and qualities, which characterise the ratings in other countries. The result 
of this is that in the case of those articles on which specific duties are im- 
posed, the cheaper varieties come to be taxed at comparatively higher rates 
in proportion to their value than the more costly varieties. 

If the tariff policy of India is to be regulated in accordance with the 
suggestion made in the preceding pages the tariff ratings with regard to home 
produced exciseable articles, as well as to imported and exported articles, 
will have to be imposed on more specialised lines, having due regard In the 
case of comforts to the degree of their usefulness, and in the case of undesir- 
able luxuries, the degree of their noxiousness, and in all cases, to the nature 
and value of the particular kind or grade of goods dealt with. 

The next thing that we have to consider in connection with the adminis- 
tration of the tariff, is the form in which both customs and excise duties 
should be imposed. There are two forms in one or other or a combination 
of wdiich they may be imposed, namely, specific and ad valorem- duties. 
Specific duties are fixed sums levied on every defined weight, quantity or 
measure, as the case may be, of the commodities on which they are imposed, 
wdiile ad valorem, duties represent a percentage rate of the value of commodi- 
ties. Each system has got its advantages and disadvantages, each having 
the op|>osite qnalites of the other, so that it is really a very difficult task for 
those responsible for the tariff administration of a country to make a proper 
choice between, the two. If specific duties should be imposed, the more or 
less permanent feature of their imposition and the certainty wdth. which they 
are collectable will make' the task of customs and excise officials simple and 
^asy, and what is more important, lead to little friction between them and 



tlie importerSj exporters and producers with whom they may come in contact. 
And there will also foe little opportunity for the fraud easily possible and 
comiiion in cases of ad valorem duties. But one great disadvpitage or specinc 
duties is that they fail to take into account tiie^ changes in prices or the 
coiinnodities on which they fall (unless the duties themselves are revised 
periodically with reference to the changes in prices), so that the actual bur- 
den that they may impose on particular articles may be heavier or iigiiter 
than what was intended to foe contracted by thein. Further, they require lor 
their efficient working an elaborate and detailed classification or articles, 
ami a differentiation of their various grades and qualities, so that uniair 
charging of uniform amounts on articles of different values may not occur. 

On the other hand atl valorem duties, in spite of their theoretical per- 
fectness, will lead to the iTancliilcnt undervaluation of their goods by those 
who are affected thereby, in order that they might escape paying cli^y on 
the full value of such goods. To prevent this, an elaborate and efficient 
maehiuerv ol' appraisement will have to be }>rovided. and for 
appraiser in knowledge of the changes in prices of the articles 
hi i-hem. an independent staff for ascertaining and publishing such changes 


ition is tlie proven lion of sinuggiiug. Iho temptation to 
of a natural p]*npensit>' stimulated by the love 
ccessful evasion of duties. Out of the three kinds of duties 
-.alt with in this elunyLer. smuggling can he practised only 
Import duties. No smuggling is possible m the case ot 
in* such ease must necessarily bo going out oi the coni ol 
muggier. -With regard to exciseahle articles 
thp diitv, hub an efficient oxome rnaehinery like the ex.st- 
ri DepaHmenb can effectively ohs tract and ® 

is in the matter of import duties tliat the designs of the 
be contended against. 

1 of smuggling is not only important for n sixccessfol vork- 
poliov proposed in tk^'s ckaptei- Iwt essential from the 
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•ies^aaaiuRt ii To stimulate a detectrv'o spirit and honesty 


1 


185 

of work in the customs officials, any amounts up to the value of a third of 
the conti’aband articles detected may be offered to the detector, the remain- 
ing going to the Government; for discouraging the propensity to smuggle 
among smugglers, besides confiscation of the articles contrabanded, very 
severe piinishinents (such as rigorous imprisonment extending up to 1 year) 
may be imposed on the delinquents; while in order to weaken the induce- 
ment for smuggling, articles which are small in hulk and iikelv to escape 
even the most vigilant search, whatever be the class to which they belong, 
may be charged not more than a nominal rate of duty so that nobody should 
think it worth liis while to smuggle it. 

Tn these ways smuggling will have to he combated. But in the case of 
India one additional opportunity for smuggling notably exists, and as to 
be got rid of, if the tariff administration of the country should prove efficient 
successful. This arises out of the existence of the French, Portuguese and 
other foreign possessions in this country having tiieir ports in. some places 
on the sea coasts of the country. These foreign possessions are not subject 
to the Indian tariff regulations ; and their ports being freely open to articles 
or import and export, the most common form of smuggling in India is prac- 
tised on the border line between these foreign possessions and British India 
Owing to the uninanageble length of the line, efficient watch and supervision 
become extremely difficult if not impossible. And to add to this, corruption 
being most rampant among the officials stationed on the lino, the working 
> of the Indian tariff is much hampered and its intended effeeti considerably 

compromised. To remedy this situation, the only course is to get extended 
by means of treaty arrangements or other diplomatic negotiations the 
British India tariff to the other parts of India belonging to the foreign 
nations, so that there might be a single and uniform system of tariff adminis- 
1 tration for the whole country. 

It will be seen from the preceding paragraphs tha,t the successful work- 
1 ing of a tariff system requires among other things the existence of a com- 

petent machinery for its administration. Of course the ultimate control and 
i responsibility as to the broad principles of policy to be followed shall vest 

I in the Legislature. But the details of working wiiMiave to be entrusted to 

a specialbody of expertsendowed with knowledge and experience in thefram- 
" iiig of tariff schedules and putting them in action. Such a bodv may take 

i upon itself the whole direction of the administraton besides investigating into 

; and determining the details of tariff policy. Like the United States Tai'iff 

I Commission, it may be composed of six members, half the number consisting 

: of men of wide general attainments in politics, economies and law, and the 

; other half, of experienced and distinguished members of the Customs and 

t Excise Department. Below this Board of Tariff Conmiissioners and acting 

to their direction there must be established a Central Customs and Excise 
I Department for the whole of India, with convenient administrative sub- 

divisions beneath it, for the purpose^ of carrying on the work of assessment 
and collection. In this connection tlTe tariff organisation may also wherever 
' possible, especially in relation to excise duties, make use of any machinery 

that might exist for land revenue, income-tax, and other taxative purposes, 
and thus effect considerable economy in tbe costs of the administration. 
Also the existing Statistical Deimrtment of the Government of India may 
after necessary elaboration, he well utilised for the business of ascertaining 
and publishing the fluctuations in market prices of taxable coiriodities which, 
fts we saw, would be required for determining tariff valuations. If on these 
and similar lines the tariff machinery in India should be reorganised^ and 
f supplemented there can be little doubt that it will conduce greatly to efficiency 

and economy in the working of the system as a whole. 


■ iVote cm the method and machinery of af^semnent and collection of J^icomcAa-x. 

ij One great difficulty in connection with income-taxation is that the assess- 

ment depends in most cases entirely on the returns made by the assessees tliem- 
\ selves. Taxation being essentially a sacrifice from the standpoint of the in- 

1 dividual, it is to the self-interest of every one who is liable to pay a tax to 

;; try to escai^e from it as best he can. This is pax’ticiilarly true of the income- 

I tax. Generally speaking, the income of a person being his private personal 

I acqxxisitioii, neither the amount of it nor the exact source from which jt is 

1 
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tlie opinion of tbe Inconie-fcax OiBcer is liable to income-tax is asked to make 
a return of Lis income from all sources^, and on being satisfied with such 
return, the Jncoine-lax Ofileor assesses the total income of srieli person. If 
any one so asked fails to make the return, or having made the return, fails 
to satisfy the Officer as to tlie correctness of it, the Officer proceeds to make 
the assessment to the fjest of his judgment. Wlien tbe assessment is based 
on the return of income made l>y the assessee, it is termed here '■direct assess- 
ment’ ; if it is made on the Income-tax Ofdeer’s own estimate of tlie assessee’s 
inconic, owing to the latter’s failure to make a return, or having made it, 
to give satisraction as to its correctness; the assessment is termed ^presumptive 
assessment.’ Both these methods ai*e employed in income-tax administration 
111 British India. But it is deal' that from the point of view of the assessees, 
the presumptive method is the more dangerous of the two, inasmuch as it 
proceeds on mere inferences and secret in qiii ides behind the back of tlie asses- 
sees themselves. Vv'ith his natural desire to penalise the defaulting assessee, 
and in his anxiety to err nioi'e on the side of an excessive estimate the Income- 
tax Officer cannot be expected to aridve at anything but an unfavourable 
estimate so far as the assessee is concerned. He proceeds on information 
obtained fi’om local eiupniries, av,d oliservations made on the standard of life, 
social connections and othei- external circumstances of the assessee and his 
faniily. Of course the assessee has no right to complain of any injustice that 
might arise in this connection. For its prevention lies in his own hands. 
If lie would make a return of his income tliere* is no need for resorting to 
any presumptive method, except if, to test the truth of sucli return in cases 
in which, on account of non-production of account hooks when required or 
for other sufficient cause, tlie Income-tax Officer has reason to suspect the 
correctness of the rotuim made. Thus from the point of view of the assessee 
it is to his advantage that a direct assessment is made on tlie liasis of a return 
of his actual income. From the point of view of the State it is to its advantage 
also that assessments are made on the actual incomes of individuals. The pre- 
sumptive method though highly valuable in estimating small, moderate a.nd 
ordinarily rich incomes, often proves inadecjiiate in dealing with the highly 
rich. For wlien. incomes exceed a certain limit, they seldom liave any effect 
on the standard of life or apparatus of comfort, and it becomes almost im- 
possible in such cases to make any presumptive estimate of a ]:>ersoiihs income 
or wealth, having regard merely to liis exteiiial circumstances.^ Local en- 
quiries help little, as it is vei'y difficult to gauge the extent of a person’s 
income, especially when it is very high and cine to professional or business 
earnings. In these cases unless the assessees themseb;es are^ compelled to 
make a return of their incomes, the Income-tax Officer will simply have to 
experiment and make presumptive estimates of their incomes increasing such 
estimates year after year, until the assessees are forced by self-interest to 
make a disclosure of their actual incomes and show that the estimates are 
excessive. This process of experimentation may be rinaneially disadvantageoxis 
to the State, if it should extend through a. nuinbor of years before the actual 
incomes of assessees are to he ascertained. Thus in the interest of the vState 
as well as of the individual, the direct method of assessment for aseei'taining 
actual income is safe and desirable. The only defect in the method is that 
the return of income has to be made I;y the assessee himself who is naturally 
interested in evading the tax as far as possible. But this defect can lie 
minimised hy a legal insistence on all assessees maintaining account books 
regularly in the usual course and in proper order. In that case there will 
he a fair certainty about the course of conduct of the assessees, and the 
nature, source and amount of their incomes. It may be confidently hoped that 
accounts kept in the usual course of tlie ordinary Imsiness of life are more 
likely to be correct than not, unless it be that any assessees wonld keep a 
plurality of accounts in order to deceive the income-tax authorities with one 
and maintain business transactions with another. ^ This latter propensity 
can however be effectively prevented by putting the income-tax seal^ anunally 
on the account hooks of all those who maintain aceoinits and declaring ])y an 
Act of the Legislature tliat in the case of assessees^ to income-tax Jio other 
books of accounts should be received in evidence in civil courts. A statutoiy 
compulsion to maintain accounts and make an annual return of one’s inconic, 
and produce one’s account books for inspection bv tlie income-tax authorities 
when required once a year, or any other like provision conducive to the ascer- 
tainment of individual inenmes will contribute substantially to the success 
of income-tax adrninistrabion, in any conntr3% 

Under the existing income-tax what obtains is that except in the case or 
companies which are compelled to furnish a return of incomos every ycar^ 
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We may next eousider tlio coimtitntioii o^ the machinery tluit exists t'or 
assessment and collection of inconie-tax. Before the passing of the new Act 
of 1922 there was no separate organisation for incdtiie-tax administration. 
The Board of Revenue in each province was the chief controlling authority 
and the land revenue organisation in each district was generally utilized for 
purposes of income-tax also. There was no need for a separate income-tax 
machinery as until very recently the tax itself was unimportant and con- 
tributed but any insignificant proportion of the public revenue. It was only 
the vast growth of public expenditure, due mainly to the stress of the re- 
cent Great War that increased the tax burden of the country in all directions 
and necessitated an eiiluuicemeiib in the rates of income-tax making it a 
prominent source of revenue to the State. It is now one of the main con- 
tributories to the revenue of the Central Government, and has the chance 
of becoming more prominent still if the tax is to be reformed and regulated 
on the lines suggested in this chapter. 

The new Act, with a view to organise a separate self-contained Income- 
tax Department for the whole of British India under the direct control of the 
Central Government, has provided for the following classes of Income-tax 
authorities : (1) At the head there is a Board of Inland Revenue consisting 
of one or more persons appointed by the Governor-General in Council and 
forming the central controlling authority, with full powers to make rules and 
direct the administration for the proper working of the Act. (2) There 
is a Commissioner of Income-tax for each province appointed liy the Gover- 
nor General in Council and taking the place occupied by the Chief Commis- 
sioner of Income-tax for the Province under the old Act, but not being, as 
the latter was a member also of the Provincial Board of Revenue. The Commis- 
sioner is the head of the Income-tax Deiiartment for the province and ulti- 
mately responsible for the assessment and collection of the tax therein. He 
supervises the . general administration of the Department, makes reference 
to the High Court, wlieuever any question of law arises, exercises powers of 
review ^ in all cases, and appellate power’s in special cases. (8) 
Subordinate to the Commissioner and appointed by him are Assist- 
ant Commissioners for each district.or groiix) of districts, exercising airpellate 
powers tmd directing and supervising the working of the Act within' their 
jurisdiction. (4) The direct work of assessment and collection is done by 
officials called the Income-tax Ofiicers, one or more being appointed for each 
district or group of districts, and assisted by a staf of Inspectors, account- 
ants and clerks. They decide who are and who are not liable to be assessed 
to income-tax, determine the amount of tax i3ayable by each, j)ena,]ise eva- 
sion and fraud on the part of assessees and generally carry out all those 
provisions of the Act necessary for a just and successful working of it. 

Such in brief is the constitution of the machinery under the new' Act. 
According to the Act a separate Income-tax Department has come into exis- 
tence with the Board of Inland Revenue at its head for the whole of India, 
and a Commissioner of Income-tax for each province. It wdll be noticed that 
the creation of a separate organisation consisting of officials wdiolly devoted 
to income-tax work is a great improvement in itself, capable of adding con- 
siderably to the efficiency of the administration. But everything that could 
have been done in connection with the improvement of the machinery has 
not been done. This is especially regrettable when we see that the financiers 
of British India have had the benefit of English experience and example 
before them. Considered in the light of the English system as well as on a 
a priori grounds the need for reform in this connection may be said to lie 
ill three directions. First, the constitution of the inachinery has to be so ad- 
justed that neither in the exercise of its po:vfers nor the discharge of its duties 
it creates any discontent and uniiopularity. Secondly, it must be of such a 
nature as to' achieve the most reliable results in the work of assessment. 
Thirdly, the functionaries of assessment should not act also as judges in their 
own cause either in the original stages of assessment or in appeals therefrom. 
The first object can be achieved by introducing a popular element in those 
parts of the machinery which are likely to touch the sentiment and confidene© 
of the tax-payers. Tax-payers are likely to be affected by the ways in which 
their incomes' are ascertained and assessed, the manner in wdiich the returns 
made and accounts produced by them are dealt with and scrutinized, and the 
scope afforded for representing their grievances and correcting errors in 
assessnieiiL To achieve the second object, i.e., the obtaining of reliable results 
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be given an lionorarinm for each sitting. A full time Secretary and a staff 
ot clerks are to be attached to the Board for carrying on the routine. The 
business oi the Board will be to hear objections against assessments made 
by the assessors and scrutinise the same. But they are not to have any power 
to cancel, modify, or alter assessments but only to submit their recommenda- 
tions to the Assistant Commissioner of Income-tax who may pass orders 
thereon. The Assistant Commissioner may accept their recommendations or 
remand any case to the Board for reconsideration or call for a fiiidino' and 
pass hnal orders. There is to be no appeal from such final orders but*^a re- 
view may lie to the Commissioner of the province. ^Vlienever any < 3 ^iiestion 
of law shall arise, the same may on the application of the assessee be referred 
by the Assistant Commissioner to the opinion of the District or Subordinate 
Judge within whose jurisdiction the assessment has been made,* and from the 
opinion of such judge an appeal may lie to the High Court. 

It will be seen from the above that the Board of Reference which may be 
expected to possess a knowledge of the conditions of business, method of 
account-keeping and other circumstances of the asj'.essees, is not given any 
alisolute powers but made only to recommend its views to tbe Assistant Com- 
missioner. The reason for this is that any greater ^lowers given to it will 
be liable to abuse. Wheii its function is merely recommendatory, its ac- 
quaintance with local conditions will be useful while its liability to corrupt 
influences cannot easily impair efficiency. The large powers given to the 
Assistant Commissioner are at once necessary and desirable. The work of 
the assessors supplemented by that of the supervisor will ensure thorouglmess 
and accuracy in assessments. The fact that there is no independent judicial 
body to decide questions relating to assessments is not of any consequence. 
For the Board of Reference in whom the power to scrutinise* vests is itself 
an agreeable judicial Imdy whose opinion, though only recommendatory, has 
the greatest weight with the Assistant Commissioner.' On the whole, there- 
fore, it may be submitted that tbe impi-o vein cuts in machinery that are 
suggested here are conducive to good administration and should be adopted. 


Mr. Bamaiya gave oral evidence as follows:— 

The Presiclent. Q. — Mr. Ramaiya, you are a Yakil at Madura and 
Fellow of the Royal Economic Society? 

A. — Yes, Sir. ■■ 

, Q.—You are also the author of 'ki National System of Taxation*’? 

A.— Yes, Sir. 

^ Q. — In which you describe tbe study of the theory of taxation in rela- 
tion to national welfare with some applications to British India, and the 
aim of the book is merely to suggest and indicate the lines on which the 
taxation policy of a modern national State requires to be guided and 
governed. 

A.— Yes. 

Q. — You eliiefiy deal with the questions connected with customs, income- 
tax and death duties? 

A. — Yes, also uueaimed ineremeut and taxation of commodities in 
general, 

Q. — You do not object to land u’evenue at all? 

A.— I do not. And I do not tliink the State sliould tax unearned profits 
of land where there is no nationalisation of land. I am for the nationalisation 
of land, and where it is not carried out the land revenue should be revised 
periodically once in 20 or 30 years so that the unearned Increments or profits 
of land may be absorbed in it. 

Q.—Oiie thing that yon suggest, I notice, is that insurance should be 
made a State monopoly. 

A.— Yes. 

Q. — ^^Yhat is the reason for that suggestion? 

A. — The reason for that is the insurance companies are not giving any 
utility to the commun’ty. They are simply making profits by calculating 
averages of the duration of life and death of people , and the profits that 
they get are not earned by them. It is simply an advantage wdiich they 
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liava token, for wliicli no utility is given to the community. What I say 
is, if insurance is taken up by (Joveninienl , then it will he a great iiiduc- 
luout for people to insure their lives having regard to the -credit which the 
Government would keep behind the insurance agency and also any prohis 
that these companies are now enjoying, for which they are making no retui'n 
of utility either to the people or Government, wnll be appropriated by the 
Government itself as representing the community. 

Q,— What is your experience of efforts in tliat direction in other 
countries? Have you studied them? 

A. — I have not, but I find that the Labour Crovemment is aiming at it. 

Dr. Eycler. Q.—You think that insurance is a sort of more or less rou- 
tine business and reciuires no initiati\x^ and special skill. I'liey are all tho 
kind of thing which bureaucrats are quite capable of keeping up. 

A. — It does iiot require any special skill and in those eases w^here 
publicity is j^ositivoly an advantage Gcweriinient may conveniently come in. 
Banking and insurance are tw^o concerns wdiere piiblieity has positive ad- 
vantage and I suggest they should be taken up by Government. 

Q.-yThe other reason is tliis. It is inncli better to w'ork w'ith a hundred 
rupees in one irdaco I'atlier than with tho same sum in ten different places. 
Jf yon ]}ave Bye com])anies and they have a reserve of two lakhs 
of rupees, then, instead of live companies, if there is only one company, it 
w'ould be :more economical. 

A. — Not only economical but more efficient. 

Q. — ^Noi only that, but one compaiiy w^ifcb two lakhs of rupees would 
be more effectively discharging its function, than if these two lakhs of 
riqiees were put in five different companies. The principle that lies at the 
back of the w^ork of the reserve of the Bank of England and other banks is 
the amalgamation of banks. The tendency is now that wdtli smaller reserves 
you can get much more w^ork. Similarly, with regard to insurance com- 
panies you would think that one concern even with smaller reserves can 
^rithstand miieii bigger risks ? 

A. — It may l)e so. 

The Fremlent, Q. — How w’ould you deal with the existing comimiiies? 

A. — They should he bought out by payment of capital. They may be 
taken over by the Government and the shareholders may be paid* the 
amounts that they liave subscribed. 

Q. — At j)ar or market value? 

A. — Yes, at par. 

Q.— What will you do wntli the sbareholders wdio have paid premiums 
for their shares? 

A. — They must take tho risk because they ahvays bargain for the amount 
of subscribed capital. 

Sir Percy Thompmn, Q. — They do not bargain for anything. If tbe 
business is unsuccessful, the shares are not worth anything, biit if it is 
successful, they are wmrbh a lot. 

A. — I do recognize the difiicnlties. It is just like the difficulties in land 
nationalisation. They may be paid the present market value in such 
special cases. 

Dr. Famnjpye. Q. — Bo you know any country where banking ])as been 
nationalised, I mean, the monopoly of it? 

A. — I do not know that. 

Q. — Why, yon have the post office savings hank. 

A. — It is a portion of the banking business done in the country; to that 
extent the Government is doing banking business. ‘ ^ ^ 

Q.—What then will you get from tho monopoly of banking? 

A. — People also get advantage, ])ecause Government gives greater 
security. - The large profits these banks are no^v enjoying wdli go to the 
Government and, thus will go to the betterment of the people, 
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Q. But tliere are niauy risks. 

A.— Witli regard to banking, there are not many risks, as I find from 
the history of the banks. If they are properly managed, i think they will 
pay good income. 

Sir Percy Thowpson. Q.— Is this not your difficulty about Government 
having a liand in the affair f vSupposing I want 10 lakhs of rupees and go 
to the bank; 1 am refused, but you go to the bank and they say that 
they will give you the money. Is it possible for the Government to do that? 
There would be questions in the House of Commons every day as to why A 
was not given a loan and B was given it,? . ' ' ^ 

A.— Government as the ultimate owner may take over the banks ; and as 
Professor Pigou suggests, so far as the business of banking is concerned it 
may i.)e entrusted to a committee of experts jnst like the Bailway Committee. 

Q. — Even so, bow can Government avoid responsibility for the manner 
in wiiich bonking operations are conducted. Will there not be criticism 
if A was given the loan and B was not. Will it not be said that Govern- 
mont has helped A and has not helped 

A.— The same cora])laints that exist with regard to the Imperial Bank 
now will also exist with regard to the Government banks. The same rule 
which is adopted for the Imperial Bank may be adopted for these banks. 

Q. — No. There is no appraisement of the credit of A, B, C and J) 
If they comply with the conditions they get their loan. 

A, The committee will he responsible. 

Q.— -Do you think Government can ever divest themselves of respon- 
sibility if they take over the banks? 

A. — I think ^so. 

Dr, Paranipye. Q. — I can quite understand Government taking over 
the Imperial Bank. Would you thereby forbid any sowcar from lending 
'money? • C ■ ■ , , 

A. — No, we cannot do that, but we can effectively prevent other banking 
business being done by private individuals, in the same way as thev aj’e 
prevented from doing postal business. 

Q. — ^Tlien there is no monopoly with regard to money-lending.? 

A.— But 
Government. 

the Imperial .Danx is tnis. uovernmeiit lias itselt a very large 
of banking business to be done so far as its Currency Department is con- 
cerned. There may be economy in that.^ its own business with regard to 
currency, exchange, etc., requires hanking and Government may, with 
advantage, discharge the functions of the bank for its own purposed 

Sir Percy Thompson. Q. — But there may be enterprising bankers in 
the mai'ket \yho will compete with the Government and they may be able to 
build up their business and appraise people’s credit and act as real bankers. 
Would they not oust GovernmentP Government will get only the bad 
business. * 

A.-— I don’t tliink so. Government itself has got a lot of banking to 
do. If the Government runs its own Currency Deiiartnient, there will be 
some economy effected in the administration also. Government, I understand 
does not get much x>i*ofit from this. 

Dr. liyiler. Q. — With regard to difficulties mentioned by Sir Perey 
Tliompson, don’t you think that they are more apparent than" real? With 
regard to the first difficulty, A goes to the Government bank for a loan, 
and the manager won’t give one, but B goes and gets the loan. The posi- 
tion is this. 1’he nuiimgei‘ takes some view into his head with regard to the 
trustwo}*thincss of the man ami says that man is not worth a loan and the 
other man is. In this respect the^ manager of the State bank is 
precisely in the same position as the private maniiger. With regard to the 
second jioint, that Government would get all bad business and the other 
people would get the pi-osporous side of it, the real position is this. With 
hanking operations, there is not much scope for any special skill and it is 
all a beaten trach. So there would not be any danger of serious in- 
efficiency so far as tlie State is concerned. Bo this difficiiltv also is not very 
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much to be taken into consideration. By private jieople coming in the line, 
the interests of the State will not siilfer. 

A. — I should think so. 

Sir Percy Thompson. Q.— In the case of a private bank, the manager 
has no responsibility except to himself, in the case of a State-run^ bank, he 
has a responsibility to the electorate and if a bank manager acting under 
Government makes a mistake with regal'd to the affairs of the bank, he can 
be called to account by the representatives of the electorate. I remember a 
case in England 'where the Board of Inland Beveniie -wanted half a dojsen 
accountants : they advertised, asking for applications ^ from chartered 
accountants or x)orsons belonging to the Incorporated Society of Chartered 
Accountants. There was a tremendous howl, lieeause these two classes were 
specified. There is no distinction between the two cases. 

A. — According to my proposal, Government do not directly act. They 
only act through a committee of experts and that committee is the sole 
authority so far as banking is concerned. 

The President. Q. — You have such a committee in the case of the vState 
Aid to Industries Act in Madras. 

A. — I am not aware of it. 

Q.— The State Aid to Industries Act is only two years old and the first 
loan recently issued under it was for Rs. 10,000. 

You ju-opose a new tax on Iirothels and gambling houses : do you 
seriously advocate that ? 

A. — I do; they are only part of a larger policy of aiming at “good 
government.’^ I advocate a tax on all services which are liarmfnl to society. 

Sir Percy Thompson. Q, — ^You take exception to the provision in 
section 9 of the Income-tax Act which limits the annual value of house 
property in the occupation of the owner to 10 per cent of the total income 
of such owner. That provision was inserted to afford a certain measure 
of relief to decayed families living in houses too big for their means: but 
apart from that, jmu apply this to the ease of the Nattukottai Ohetti 
community. If there is not a large assessable income, how can these Nattu- 
kottai Chetties keep up these enormously big houses? 

A._„These Chetties have large businesses in foreign parts; they don’t 
bring these incomes into the country; they only get about Es. 1,000 or 
Es. 2,000 required for the maintenance of their household. 

Q,_If they live in large palatial houses, they must bring a large 
income in order to maintain them. 

— ]Srot necessary, they accumulate their incomes elsewhere. House-room 
is only an indicatioii of their social position and not of their scale of ex- 
penditure. 

Q. — ^But at any rate they must bring a substantial income to India in 
order to keep up large establishments. 

— They are very frugal and economical. They do not need much money 
for expenditure, and we cannot judge of them according to European stand- 
ards. In this connection, 1 wish to point ont that the incomes of residential 
houses of zamiiidars and other laiulowners are exempt from income-tax. 
If a zamindar occupies a high status in life, he would have a palatial 
building and this building would not he liable to ^income-tax because he 
does not have any income other than agricultural income. 

Dr. Paranjpye. Q. — If a man has all his income from agriculture and 
a big house, wouldn’t he be liable to income-tax on the house property 
itself ? 

The President. — ^Actually this proposal is only part of a larger 
proposal that you should have a tax on income derived from the possession 
and use of motor cars, furniture, jewels, etc., that do not yield a direct 
income. 

A. — ^These may under certain circumstances yield a measurable money 
income. 

Q. — -Would you say that one-fifth of the wealth of the country is in the 
shape of jewels and do you want to tax the iii conic of satisfaction derived 
fvora the possesion of those jewels ? 
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A.— Yes, I do not find any difference between house property in the 
enjoyment oi the owner and jewels in the enjoyment of the owner. 

^ir Fercy Thoinpsoii. Q. — Surely the main reason why you charge the 
owner of a house is to i^ut him in the same position as the man who rents a 
...house. , 

A.— In the same way, furniture, motor cars, etc., may be hired. There 
may be some j)ractical difiicuity, but that is left to the taxing; authorities 
feo tar as the principle is concerned, I find no difference between the hiring 
of motor cars and jewels and the hiring of a house. What I submit is tha*t 
this undesirable investment in jewels to a large extent may be avoided if we 
nx a limit and say that more than Ks. 5,000 worth of jewels would be taxed. 

The F resident, Q. Practically, doesn’t your proposal come to this: that 
you impose a property tax on the American model? 

A. — I do not exactly advocate a property tax. 

Q. — Doesn’t an income-tax on an imagined income from property come 
to the same thing as a direct property tax? 

A. — It is not merely an imagined income. In some cases it is capable 
of a money measure. If it is not capable of a money measure and if you have 
to estimate how much a man is expected to derive from the using of a parti- 
cuhir property, it would be a difficult thing, but here it may be measui’ed 
by the amount of money paid for renting it or hiring it. 

• ‘ man purchases a valuable pendant cost- 

ing £>10,000, he dei'ives satisfaction from the pendant. 

A.'-^The income is not capable of a moneys measure. 

Sir Fercy Thompson. Q. — ^^?hy? 

A.— It is purely psychic; we cannot value the income. The amount that 
you pay represents the value of the property. 

Q.-— Suppose you don’t buy books from shops, but hire them from the 
library?: . 

A. — The amount you pay is insignificant. 

Bt, The answer to this is that books and clothes are not 

generally hired. 

Sir Fercy Thompson. Q. — Jewels and motor cars are not usually hired 
either. 

A. — They are often hired, and I have known of instances where even 
costly clothing is hired. These latter are, however, so insignificant that it 
is not worth troubling about. 

Q.— Your next point is that you take exception to the provision that 
profits earned abroad shoiiltl only be charged to income-tax if, and so far as, 
they are remitted to India. 

— ^Yes.. . 

Q. — That is a provision which, I think, is coiiinion to most income-tax 
Acts. Have you realized the significance of this? Let us suppose that you 
charge all income earned abroad by residents in India, whether or not it is 
remitted to India. If the Indian legislature did that, I take it that it 
w’ould be equally open to the foreign legislatures bo pass a similar provision, 
i.e., the French legislature might provide that all iirofits earned by those 
French residents in India should l>e charged to French income-tax whether 
or not they are remitted to France. 

A. — In that case 1 would even suggest half and half. 

Q. — Here am I in India making profits in Timbucioo, but 1 don’t remit 
them to India. At the present moment I am exempt from income-tax in respect 
of those profits. Xow, if you make a provision that I am chargeable to 
income-tax on those profits, whether I remit them or not, surely it is open 
to France to charge income-tax on^ French subjects on the profits they make 
in Timbuctoo. 

A. — ^Yes, it is barely possible. 



Q.-— A littJe later on, in paragraph (e) of your written yoil 

suggest that foreign eoncerns which do business in India should be charged 
at a higher rate. 

A. — Yes, at a higher rate than that applicable to Indiaii concerns. 

Q. — ^When you have done that and when foreign countries have done the 
same, wouldn’t you have the most perfect system ol: double income-tax the 
wit of mail can devise? 

A. — That is why I suggested division by half and half. 

Q, — You would charge Nattukottai Clietties only half rates on their 
incomes in this country? 

A. — No rate is charged at all on their foreign isicomes; they eiitirclv 
escape taxation. 

Q, — ^What about the incomes remitted to India? 

A. — They are taxed. 

Q.— Are you going to charge only half rates for them? 

^ A.— Half rates on the entire income that accrues to them; on that part 
which is brought to India full rates will be charged. This ought to be so 
especially where in the foreign countries there is no income-tax. 

Q.— -I think there are very few foreign countries where there is no 
income tax. 

A. In Ceylon, for instance, there has been no income-tax. 

Q.~~-If you are going to charge all incomes earned abroad belonging 
to residents in India and also to charge all profits earned in India when they 
belong to residents living out of India, you would have the most oerfect 


India: I earn my profits in France and you charge me 
Indian income-tax on these profits. Similarly’, France charges income-tax on 
those profits, because they are earned in France. I j>ay twice. 

I suggpted, as the Report of the Financial Committee 
01 the League of Nations shows, that the place of residence and the place 
where the income accrues should charge half and half. 

. Q*— Instead of doing what you suggest in paragraph (e), viz., charge a 
Ingher rate on foreign concerns making profits in this country, you would 
only charge half rate? 

A.— Yes, After considering over this matter with regard to double 
taxation, my view is that the existing section 49 may be extended to all 
ioreign countries. 

Q.— Are you aware of the fact that under section 49 practically the 
whoie cost of the relief from double income-tax is borne by the British 
Lxchec|uer ? v 

A.— That is because our income-tax rate is very low. 

(J.—Let us suppose the rate of income-tax. in India is 2 annas in tlio 
rupee and the rate in Australia is, say, S annas in the rupee. Wliat relief 
IS each going to give? 

A. India ivill part with J anna and Australia with annas. 

Q.— Wh^is Australia to give up annas and India only I anna? 

■*“ ^ compared with tiie 

Q.“rhat is uo reason why Australia should give up IJ- amias out of threo 
annas m the rupee, when India onlv 4 i 
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A. — 8o far a« India is concerned, India is not paying double taxation 
oxeei>t with regard to Imiitecr compaiiies for reason that the Indian 
income-tax rate is very low and not for any other reason. Britain does not 
make any sacrifice. 

Q. — -India docs not. make any sacrifice. India charges just the same rate 
as on other concerns and the whole sacrifice is made by the British Exchequer 
in order to avoid double taxation. 

A. — That is not so. 

(J. — What in effect you ineaii is that the country ^\hich lias the largest 
income-tax sliould make the biggest .sacrifice. Suppose that Airstjailia has an 
income-tax of four shillings in the pound and India one shilling in the 
pound. Certain incomes will lia\^e to be taxed both in India to one shilling 
and in Australia to four. How are you going to avoid double taxation? 

A. — India will not make any sacrifice. 

Q, — "Do you think Australia is going to make the whole sacrifice? 

A. — So far as India is concerned, Indians have no companies in Australia 
or any business concerns. 

Q. — I dare say such a case won’t arise very often. 

A. — We have to take things only as the5^ stand at present. Indians have 
got comiianies in the Malay States, Ceylon, South Africa, etc. 

The President. Q. — Substitute ^Malay States’ for Australia. Do you 
think the Malay States would agree to give the whole relief? 

A. — That assumes they have a higher rate. If the rate is not the same 
as in India, the country which imposes a higher rate will have to make the 
sacrifice. 

Sir Percy Thompson. Q.-— You will never get an agreement. 

A. — If there is no agreement, then there uill necessarily be double 
taxation, and nobody need comidaiii of double taxation. 

Q. — Isn’t the remedy i3roposed by Prof. Selignian and others that on 
economic theory the country in which the profits of manufacture and trade 
are earned should give up their tax and, leave it to be charged by the country 
of residence? 

A. — ^They have also proi)Osed the half and half method. 

Q. — Four methods were sxiggested and they said in another i^lace that 
the country of origin was to give up its tax, 

A. — In aiiother place they say that the country of origin would lose. 

Q. They i>erfGctly realized that the country of origin umild not give 
up its tax and therefore in a subsequent chapter they came to a compromise. 

A. — They say that the country to which a particular company or person 
owes economic allegieuoe should tax. 

Q, — Would you tax foreign companies which are making profits in India? 

A. — We try to tax them only with regard to incomes which accrue to 
them in India! Tiie principle on which 1. suggested that was, that while, 
those who receive dividends from companies registered in India are amenable 
to the Indian income-tax, those who receive dividend.s from the foreign coun- 
tries are not so amenable, becau,se thej^ reside in other countries. In India 
companies generally are charged at a low rate. So I suggest a higher rate on 
the incomes of foreign companies. 

Q. — Do you say that peoiile resident in India who invest in foi’eign 
companies will not pay Indian income-tax? 

A. — ^I don’t say that. The shareholders of those foreign companies which 
have their branches in this country and earn incomes here do not pay income- 
tax' here. ■ ■■ 

Q.' — They pay through the companies. 

A. — The rate is not as high as the ordinary income-tax. I refer to the 
super-tax which is only one anna in the rupee whereas the super-tax in the 
case of others is 4 and 6 anuas. 

. The President. Q.— Then you assume that ail the shareholders would 
pay super-tax. 
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‘‘In tile case oi ioreign coiiixianies which have liraiicli offices or agents or 
hrnis to represent them they are considered as companies incorporated in 
this city and are taxed on their entire capital, irrespective of 

the fact that only a snuili portion of that capital may be put to use in the 
local branch itself. ^ It would ^ be fairer to assess such foreign companies 
on a proportion of tlieir main capital (say a quarter), or on the total 
turnover,” 

_ A. —That may be with regard to the Madras Oity Municipality* But 
it does not seem to be so in the case of other municipalities. Every muni- 
cipality has got its own methods governed by rules and notifications. The 
City Municipalsty Act is different from the District Municipalities Act. 

Q.-~ -Do you know any country in the world where they allow interest 
on private borrowings to be deducted? Suppose you chose"^ to incur debts 
for marrying your daughter and you pay interest on it to your money** 
lender ? 

A. — A person has a right to spend his own money as he likes. When 
he becomes a pauper, is he going to be taxed? Income-tax is only on his 
net income. 

Q. — If a man earns Es. 5,000 a year and goes on borrowing? 

A.— Income-tax is not a ^school of thrift. It is only a tax on the net 
income. If I have to pay interest out of the income I eai’ii, it must be 
oxemiited from the tax. 

Q. — I do not think you will find any other country which allows such 
deductions. 

A.— It ajipears to me that equity requires this irrespective of the practice 
in various countries, hh'cry one is at libei'tv to spend iiis own money iu 
any way he likes. 

^ Q. — The whole question _ is whether you are going to treat this interest 
which he^ pays as a deduction from the income or whether you are going 
to treat it as spending out or the income after he gets it. 

A.— If last year he incurred the debt and if he pa.ys interest this year, 
the amount of interest that he pays this year must be deducted from the 
income for this year. 

Q.— At any rate, it is not a view adopted by any other legislature. 

A.'— But from the point of view of equity it seems to be correct. 

Q.— But the ^ principle is to allow for expenses which are necessarily 
incurred in earning the income. 

A.— It is because in other countries they do not spend much on mar- 
riages and other festivities and capital expenditure is incurred only in busi- 
ness. In this country it is very common to spend capital in other than 
nurely business matters. 

, President Q.— May we go to your suggestion that local bodies 
should be taxed if their income is beyond a certain amount? 



A. — I have carefully considered that matter over again and I think 
that so far as the economic income of the local bodies is concerned, that is, 
the business income, it must be taxed and not the other incomes. 

Q. — That is, income from non-tax sources? 

V ,:,,,A.— Yes. ■■ 

Pr. Pamnjpye. Q.— For instance, profits from tramways and so on? 
A. — ^Yes. 

The President. Q. — If they run a market and make profit? 

A.— Certainly it must be taxed. For instance, the Madura Municipality 
sells its nightsoii and other rubbish as manure for about Es. 60,000 a year. 

Dr. Paranjpye. Q. — On the other hand, it makes provision for sweep* 
ers „ and ..so o.n. 

A. — But it collects scavenging and other taxes. 

Q. — ^But does that revenue pay for all expenses irrespective of the 
amount that they get from selling the manure? They may get a certain 
amount from the scavenging fees. But how much has the municipality to 
spend on its collection? 

A. — They may spend any amount; it does not matter. The business 
of scavenging should not be mixed with the profits they earn from the sale 
of manure. 

The President. Q. — Suppose they have a monopoly of markets in the 
town and sell the stalls by auction and so indirectly take a tax on the 
goods sold. You sa^’^ that you should tax that income? 

A. — ^Yes,. because it is commercial income. 

Q.— -Suppose they take so much per cent of the value of the articles 
brought into the market? 

A. — ^That also must be taxed. 

Q. — Suppose they take it at the gate in tbe shape of octroi? 

A. — That is a tax. If they have their own markets and if from those 
markets they earn something, then that earning must contribute to the 
national exchequer. 

Q. — So that if you take it at the gate of the town you would not tax 
but if at the gate of the market you will tax? 

A. — Because the market is owned by the municipality, and the income 
can be traced to the o’lvner&hip oF the mai-ket. 

Q.— You are strongly in favour of taxing agricultural incomes? 

'A.— Yes. ' 

Q. — On the ground that land revenue is amortized? 

A. — Yes. Not only on that ground but on grounds of equity. There 
are rent-free lands and revenue-free lands ; there are lands which pay a lower 
rate of revenue and so on. Further, the exemption of agricultural income 
acts as a protection to agricultural interests and discourages industrial cn- 
tei’i^rise in a way. 

Q. — You say: “It is obviously unjust that one who invests in non- 
agricultural enterprises should pay income-tax on his income, while an- 
other who invests in land and derives an agricultural income should enjoy 
immunity f 3*0111 the tax.^^ 

A. — ^Yes. Let us take the case of an usufructuary mortgage in respect 
of land. The mortgagor escapes the tax, because his income is considered as 
agricultural though his concern is purely money profit. 

Sir Percy Thompson. Q. — ^With regard to customs, no doubt when you 
are imposing duties in order to assist your own industries, it is necessary 
to have very large number of classes, because you impose jrist as much tax 
on the different articles as would give your own industries a chance to com- 
pete. That is the reason why you have a large number of categories. But 
is it necessary to have such a large number of categories assuming that yon 
are imposing your customs duties solely for revenue purposes? 
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A.-—I have indicated this principle in my hook. Customs duties are 
not designed purely for revenue purposes (for after all revenue is only a 
livfim educating the people into good life or good 

Q. Do you mean that they are, or that they ought to be? In fact 
are you inducing the people to good living by putting on. a rate of 30 
per cent? ' 

A. Yes, by putting 30 per cent on luxuries which do not add to the 
efeciency of the people. Ail necessaries must be free. They add to the 
efhcieney of the people. All luxuries may be divided into two classes— those 
winch are tor comfort and those which are positively harmful. These harm- 
tul luxuries should be taxed at a very high rate and the luxuries wliicli 
acid to comfort may be taxed at a moderate rate, and it is with regard 
to the latter kind of _ limiries which add to comfort that considerations 
ot protection to home industries and other sfucli things come in. So far as 
necessaries are coimemecl, there should not be any duties. Only with regarcl 
to those luxuries which. have got a facility in this eountrv for' developnfent 
the question of protective tpiff comes in. Again in the ease of those luxuries 
vhich^ are not comtort-givmg, i propo.se an import diitv phis an excise 
duty in cases where these luxuries compete with necessaries. For examnle 
Jum m lavoiir ol .a„ oxcse duty on fine cotton inm.ufactures in tlii,. ^onuSv! 
flmnld f consider the excise duty should he abolished. There 

el-Zfle T ^ '-^sard to toliaceo lor 

comSes iithTemss?rL.“ 

-11 , 9 ' I suggest is this : the reason why all these countries have 

yiVgivl"™®™^ mention is not the same as the reason 

1 l’®. But what I. say is that these numerous ratinffs will 

be useful from my standpoint also. ratings will 

, “further, a system of ad valorem duties, though it has 

the advantage of automatically adjusting itself to the prices then an^ 

unhealthy influence on mercantile con- 

trcic.tiS, lending often to mnlifiriimit fAviiic 4-'? I 


A. )So many ratings may not be necessary. A fair 
obtained, no can bi'oadly cla.ssify tlio articles, 

Q*. ^^ou saj^: ‘^Conijiared with this, the existing £ 
rates in .India shows that the duty-paying articles of im 
heads, giving rise to much ovei 
ot sufficient elaboration of the tariff. There is not that 
into classes grades and qualities, which characterise the 
countries. The result of this is that in the case of those 
specific duties arc imposed, the cheaper varieties come to 
paratively higher rates in proportion to their value than 
varieties. I take it that what you do now is to have n 

A.— Tlie ratings may lie more than wliat they are at j 

Q Yiie reason wliy they have numerous tariff rates i 
IS quite different. 

A. “The reason may be otherwise; Imt we may have 
the particular kind I suggest. 

Q.— What I suggest is that if yopr tariff is for revenin 
you do not need all these minute gradings. 

, . n<5ed them if we want to tax the articles i 

which I have indicated. If we impose such a tax, people 
in better ways. ^ ^ 

Q- article may be a little more of a luxurv thai 
difference^ different charges for things whlcli ha 


ratings of 



A.— It would be left to tlie taxiug authorities to distinguish and differ 
eutiate between wliat is considered to be a luxury and what £ necessary. For 
examplo takt* soaps: w(‘ have ordiiiftry soaps .and soaps of a costlier* kind. 
We can have a lu-oad dirisiou. 

Q.;~How do you (iistingnish between a soap which vou let in free and 
oiie which is a luxury? 

lYe can distinguish the oi'dinary cheap stufl: from the costlier 

'{|uarity. . . . 

it lias got to he uoi'ked by some authority according to certain 
ruJes. What would be youi* rule with regard to soaps.? 

A. I have only suggested the principles. 

pT. Hyder. Q. Perhaps the soap that contains no scent and the soap 
-Which contains a large ciiiantity of scent should be treated differently? 

in IndTa^ fhat, because there are facilities for manufacturing soap 

Q_*’” ^Your point is that those who can afford to pay more should pay 
more? , ^ ^ 

A.— Yes, Those articles required by the poor people should be allowed 
free niiport. 

duti^^*^' Tliom-pson, Q. — You can get that by eliarging ad> valorem 

A. Then there is this difficulty with regard to the administration ; 
people will escape by putting on low values. 

ihe Fresident. Q. Is not power, vested in Gioverninent to 
buy goods vdricli are undervalued? That would be a corrective to under- 
valuation. If anyone iiiider-declares. the Gollentm’ nf rinQ+nmi:: 



A , — It does, but at heavy cost. If you have any belief in ifie Indian 
methods, the Indians have been living very efficieutiy in the past without 
tennis. They have got their own national games wliioii are very cheap. The 
money spent on tennis had better Be utilized in better w^ays. ' 

T/?e President. Q. — You say that the import duty can be made to fall 
on foreign shoulders, at any rate to a large extent. 

A. — ^Yes.^ In the case of India, so fai- ns tlie cotton piece-go^')ds are con- 
cerned, the import duties are largely borne by the foreigner. 

Dr\ Hyder. Q.-- Suppose India puts on a duty of 20 per cent on the 
goods imported from Lancashire. Then yon are of opinion that this 20 
per cent will be borne ]iot by the consumer in India but by the foreign 
manufacturer ? , 

A. — ^Not entirely, but to a large extent. 

Q. — Let us sup})ose that enough time has passed for initial adjusi- 
nients. Then in the long run loo, do you think tlmfc tlris extra 20 per cent 
will be borne by the manufacturer? Or will it be borne by the consumer? 

A. — To a large extent ])y the foreign manufacturer, because he has 
invested in heavy plant. 

Q.— The foreign manufacturer will be seriously embarrassed if there 
are no other alternative markets open to him. You can maintain your 
position only if you say that there are no foreign countries open to* the 
English manufacturer. If the Indian market is closed to him by means 
of these 20 per cent and he can go nowhere else and there is no other use 
for his capital sunk in the mills, then in that view you can embarrass himj 
but not otherwise. 

A. — ^Yes. 

Q. — But such cases are very rare. 

A. — ^Yes, such cascvs are rare; hut there are some such cases. 

Dr. Pumnjpyc, Q.— The duty may not be borne by the foreign manu- 
facturer; he might serop the machinery or might use it for some other 
purpose. 

A. — No; he cannot do that in the case of plant which he cannot transfer 
to the production oi' other articles. 

Dr. Hyder, Q.— Are you aware of the technical side of the business? 
The manufacturing countries in Europe during the late War did not find 
it very difficult to divert their entire industries to the business of making 
munitions. So that this diversion of capital or the inability of the capital 
to move does not really hold good. 

A.— But I find the other thing from some of the English authorities. 
Dr. Marshall points to .^ucli instances in his book, ‘'Money, Credit and Com- 
^meree,”' ■ . . • 

Q. — To the extent that the manufacturer cannot turn his inarhiiiery 
to other use and to the extent that thei'e are no other markets open to 
him, what you say may hold good. But in the absence of these two con- 
ditions, he may say “ I am going to sell my stuff elsewhere”. 

A. — ^Yes, he can do so. 

The President, Q. — ^You encourage the import of necessities and vou 
woiild put an export duty on all sucli articles. You say fiiriliei' ‘Tf export 
duties should be levied on agricultural products it will bo economically 
sound to levy the same on all kinds of such products instead of doing so 
on some of them at random”. 

A. — ^Yes; the reason for that is this: if an export duty is imposed 
upon some of the agricultural products alone, those products will be sold 

cheaper in this country and the cultivators will be induced to substitute 

in their place other agricultural products. If export duty is imposed on 
rice it will sell cheaper in this country; and Ijecaiise rice sells clieaper, the 
cultivators will substitute cotton or tea or something else in the place of 
rice. But if export duty is imposed on all agricultural products, this kind 
ot diversion or substitution will not take place. 

■ ■■iSir Perini Thompson. Q.—Is not tliere the other alterjiatire? Tf vou 
'f of food-stuffs, you wili have less j)rodiiction of food- 
stufts; It you 46 that, the result will he that in times of had harvest you 



wiJl htivo IfUJunc, But hy cuicoui’ugmg the eKport of loocUtiiffs, ^■ou wili 
Have j'our lood-i,tufl:s lu abundance and in famine years you can liavo the 
surplus tor yourselves and thus reduce the effect of famine to insignificant 

proi^ortions.,: 

A.— I do not agree there for tliis reason. The exijort of rice and other 
iiecessanes results in this; the wealthy people in foreign countries where 
nee and other stuffs are not produced are able to coniiDete more effect- 
ively as compared with the poorer people within the country. It does not 
liapiien that the whole of the country’s recimi-emeiits are satisfied and only the 
surplus IS exported. Wha,t happens is that the wealthier people in the 
toreign countries compete with the poorer people at home : so that the wealthy 
fndia, that IS, those who are able to coiuiuand a surplus, ex])ort iood- 
l in other countries. The result 

wJfi II P<3ople in the country suffer, because they cannot compete 

with the wealthy people in other countries. 

Q. ^Wliy is it, then, the wealthy people export these thingb? 

A.—Jhat is because the people who produce find it to their advantage 
to sell to other countries because higher prices are offered by the wejilthv 


-Dj joui owm atinussioii, then, you are going to force the cultivators 
ooA larger prices for their proclucts. Then do you consider that the 

woO million people out of 318 millions, who are engaged in agricultural pur- 
suits in tins country, are so wealthy on the average as to ]>e able to afford 
to cut down their profits? 

A.— My suggestion will not cut down their profits. What I say is that 
the export duty, which now falls only upon rice unless it is extended to all 

agiiciiltural products, will have this tendency that cultivators will be in- 
duced to substitute other produce in the place of rice. 

Q--~“They will not he exporting if you put on an export duty, and there- 
fore the volume of food-stiiffs available f- • • 

he much larger and therefore tli 
not get the profits w 


■‘or cGnsiimption in this country will 
^vill fall, and the cniltTO^ 
dl l eh they are niakiiig now. 

A.~~Yes. But it is not all cultivators that will suffer, only those wh# 
command a surplus lose to some extent on the surplus. 

iai’Se profits as in the past and 
you still think that 280 million cultivators are so very prosperous that von 
can cut down their profits? 

A.—This assumes that all these are persons who own the lands, hut very 
nearly loO millions people are mere cultivators who earn only daily wages 
and the ownership of the lands are confined to the minority. 

Q.—I do not differentiate between the cultivators and owners of land. 

A,- Mj' point is that only owners of lands will be at a disadvantage as 
they alone can coimnaml a suipliis, and they are few in number. ' 

. I'reskUnf. Q.--You accept iliere are 150 million landless labourers 

in , India.^ ■ ■ 

A.“*— Yes, about that. 

iS'rc Femj Tliompsun. Q.~Arc fliey su pro.spm-oUii that you can ciil dowii 
their prohtef By yovn- own admis.*,,,, they arc going to get a Mualler price 

lor Iheir tood-stiiffs. '■ ' 

“ A.^ But they have little or nothing iu sell. They are wage curriers, Jt 

is til© owners of land that profit out of these lauds, 

Dr. Ilyder. Q. — Supposing the whole of ImUa contaiiis nothing but land- 
Jess labom-ers, even then you want to put a tax on export of agricultural 
goods Don’t you think that it would hit the agricultural labourers hard? 
A.— No. It won’t affect the agricultural labourers. 

Q.— I would put it this way. Those who pay wages to these 150 million 
landless labourers are the owners of lands. They will say that they cannot 
the laboiiieis as before, because the profits they used to get liave* been 
diminished, on account of the export duty*. 

— Why, the landless laboui’ers do not get anything in the shape o.f 
money for cultivation, but they only get grain for their labour. 



"They will say, ‘‘We do not make liiglier profit 
0 we are not going^ to give tlie same 

They will say agriculture is not so 

ig to cut down the wages given to the labour 


fur our produce, and 
quantity of grain for your 
pu-osperoiis and therefore they 

in their way? Whni will stand 

A.— Even now they can do that. 

Q.— I mefm to say by putting on this export duty you would be luttinn- 
those people who are already badly off. 

export duties are already there. \Miut J. .suggest is that the 
export duty shoiild not he conaiied to riee alone but must be extended to 
other agricultural products in ordoj- to take away the tondencv to substitute 
other agricultural produce in the place of rice. 

deprSw^*^ agricultural industry would experience 

A. — I do not think so. 

foreignwt? tlie need,s of the 

A. Noj a large number of the Indian poinilation are in frea+er diffi- 
eulty ju purchasing lood-stnlfs on account of jiowcrful fore gn wiiipetitjon. 

. „ , cannot iua,ke any other use of his own land 

and tlierolorc ho must produce only agricuitural produce. ’ 

A. Yes. I would levy duty on all agricultural products. 
foodSuff^r''^ Tftonipsoii,. Q.— Are raw cotton and jute included among 

A.— They are not. Every produce of the land which is exported must 

.dnty. If you have export duty only on some of the products 
i say that it will lead to bad results. piouucui, 

not Sr-mf ^ some and 

f+ r-i ^ Export duty is levied on jute because 

India, but as regards cotton the position is not the 
%ame, nor the jiosition is the same with regard to wheat. 


I>r. Pamn-wve. Q.— Madras grows a s 
any case where people have given up 
duties P ^ 

A.—I have known thousands of cases, 
ueeii done. Instead of cultivating rice the 
Q. — Why is it soP 
A. — Because cotton is selling high. 

Q. Therefore they are in the way 
cultivate only such things which will hj-ir; 

^yllat .1 want to iirevent, 
Iroin the ]y’oduction oP necessaries to the 
the sake of money. 

Iliompsoii. Q. — Sujiposing ^ 
prevent the export of food-stulfs, how are 
the foreign debt? 

A. It will be paid by the export and 
Q.'— But your policy is to prevent th 


of paddy, have you seen 
on account of these 



A. 1 think it is not for the purpose of revenue alone that 
these customs duties ought to be levied. It must bo for the betterment of 
the people also. I have suggested, instead, income-tax and death duties. I 
only want to discourage the export of food-stuhs. 

Q.—You use the word hUs:coiirage’ and I use the word h'educe’. 

A. — Yes. 

Dt, Kyder. Q, ^\\'ill it not interfere with that utilijsation of the national 
resources which tne industrialists and other people ivho own these resources 
consider best? 

A. ““1 heir resources ought to be directed in the direction ivhich is most 
productive and beneficial to the country as a wdiole. 

Q would agree to the general proposition — the national resources 

should be put to the most jiroductive use. 

A.—Not merely productive, but conducive to the good of the country. 

Q.--™! ivas asking you to say wdiether on the whole it is best that the 
national resources should be xiut to productive use? 

A. Yes, provided those are necessary for the effi.ciency of the country. 

9' you think that this country requires food-stuhs alone? Man does 
not live by bread alone, but lie reqii.res a sheet of cloth also to wear. If your 
policy IS adoi>ted there w'ou Id lie rice cheap, and the rice iilate wdll be quite 
lull, but the man wxiiild be bare-bodied because he wants a dhoti. Then you 
will say that it is nianufactured in India. If dlioiks are manufactured 
in India at a smaller cost then your policy might be successful, but the 
proposition is this. By following your policy no doulit you W'ould make 
p’am cheaper, but you would make other things much dearer for the 


A.-— For preventing that, I advocate free import of cotton goods such as 
are necessary. I only advocate import duty upon the costly clothes. 

Q. Wliat net advantage have w’’e obtained? The man gets rice, a larger 
measure or nee, but lie wdll have to pay much more rice in exchange for 
dhoti cs. 

A. — ^It is assumed that 
rice to sell and not the other 
exchange for dhoties^ 

Q.~I am speaking 


only 50 millions are awners of land and have 
;s. Tkougli more rice will have to be given in 
yet dhofics also will be cheap, on account of free import. 

* v_. loi* the general mass of the people wdio do not own 

any projierty but live upon their labour; they might have enough of i*ice, but 
they have to expend the rice on the different thugs wdiicli they require. 

A, That assumes that they have sufScient rice, but in fact they do not 
command enough food for themselves. 

Q. — They get their rice through labour? 

A.— Yes. 

^voiild be that the man who gives tlio jirice for this labour 
says, 1 am not going to give you a great deal of rice, but I am going to 
keep it lor luyseU'*. ' 

A. — It \yoii’t happen so far as the wage in rice is coiieemed, I cannot 
understand how^ it could he reduced. 

present the total amount which is produced is required for the 
needs of India and tor the needs of foreign countries? 

_A.“”No, for the needs of India it is not enough. India is not fully 
equipped wutii toocl-suppiy foi* her entire population. 

Sir Percy pionipson. Q.—The production of your country or any other 
country must be sufficient to feed its own population and pay its foreign 
debts. \ou say the whole production ol‘ food -stuff si is nnt suflR/.Poi i, 
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The PveMcni. Q.— You would exempt I'roj 
yalfc, firewood, kerosene and iiuitclies, <*oul and 
piece-goods and yarns, wood, timber and othc 
and stationery but not the fasbioiiabie a,nd cc 
electric material? You would, there again, sa 
of revenue? 

A.~-Wliat is sacrificed will be recouped b.v 
articles ot luxury and by means of the other ta> 

Q.— You would put prohibitive duties upon 
tobacco and gmija and other drugs? 

A, Yes. I do not advocate prohildl ion. 
liquors, tobacco, etc. 

Q. Do tea and coffee come in among the coi 

A. I think the xioor in this cminti-y do not 

Q. — Don’t the poor drink coffee? 


but high import duties on 


fill. ”': Afa/wvtf. Q.— ] fiud tlmi they do t 
tillages ill the Bombay Presidency. 

A.—CofFee is Leiiig dj-iink l.y the middle el. 
iiot by the pow. Medical opinion also is to the 
tea adds to efficiency. 

Q.— Don’t the agricnlfcurid lahonrers drink 
A. Not in the Madras Di'esidency. 

?7ib President. Q.—ln Malabar 'every see 

m there only inidclle classes, I think 

laniil districts, I do not find a single labourer cl 

would also have a new tax on refine 
How would you levy an excise dutv on refined 


an excise duty on raw sugar 


Q.-You would have it only on refined white sugar nn 
. A. — Yes. ■ ■ ■■ ■ ■ ' 

•111 exempt jaggery or date-palm sima 

A. That is exactly what I want. 

The 7 >n'sideM, Q,^ou death dutic>,h 

; — Yes, I do.: : ' ■ 

joint Hindti families, you in-oposc U 
death ol the managing member? inepo.^c u. 

■ A.-^Yes. 

Br. Par 
luember, wh; 
in the vario 


-T propose to levy the dutv on the rle-itb „f 
tar as joint family properties aio c^icer^.d 
-What would you do in other cases? 

-TliGre is iio difficulty in other eases. 



tiike tlie distance of relationship according to the order of succession and 
levy diiierent rates according to that order. In tixe case of joint family the 
.method of devolution is by survivorship and not by succession. 

Q. — In England death duties consist of two pai’ts; one an estate duty 
and the other a succession or legacy duty. The estate duty is levied on the 
corpus of the whole estate, and the succession duty on the share obtained 
different people. So far as the latter duty is concerned, you would charge 
it on two principles, firstly on the amount obtained by each man and 
second Jy on the degree of relationship to the man who dies. 

A.— Yes. ;■ 

^ Q, Let us come to the joint Hindu family. "What do you want to do 
in that case? 

A. — There is no succession or inheritance, 
ship to the other members of the family, 
the family is considered to be the 


Property passes by survivor- 
Generaliy, the eldest member of 
managing member. 

Q.—In that case property will be subject to a death diifcv much more 
often. . 

A,— You would be imposing it on the death of each managing member 
and on account of the frequency of such deaths and also on account of the 
fact that the whole family property has to be taxed. I suggest that, so far 
as joint families are concerned, there must be a lighter tax than in cases 
of succession. 

Q.“"~In a joint family, suppose there are people of different grades and 
different degrees of lineage, viz., a father, several sons and several grandsons. 
It the tather dies, estate duty will be charged on tbe whole estate and on 
each son on the amount to which lie succeeds by survivorsliip. 

A.. — There is no succession at all here. 

Q."-“Leave aside the Hindu Law for a moment. When a man has four 
sons and several grandsons and the man himself dies, an estate duty shall 
iiiist oi all be charged on the whole e>state and a succession duty on each 
son on one-fourth of the whole estate. 

A..— T do not propose two kinds of duties: tliere should only be a single 
duty Gil joint family properties. 

Q You must consider all communities in the same manner. If there 
IS a Uinstiaii with tour sons and he dies, his estate will be charged and each 
son will inherit one-fourth of the estate: consequently a legacy dutv will 
also be levied from eacn son. * " 

A,— According to my proposal, two duties are not to be imposed in any 
case either or succession or survivorship. 

Q.— Then yon cannot charge according to the degree of rehationsliip. 

A. \ou can: it a particular person dies and his property goes to four 
ot his sons, each son pays on the amount he gets : there is no' further duty. 

the corpus of the 


Q. Yet in the case of n Hindu, when a man dies, vou would c 
the corpus of tlie whole estate? " 

to The whole property 

Dr. Farm, wye. Q.— According to the Hindu Law, every rnan 
how much of lus property belongs to him. ’ * 

™ At®?® merely calculate it for himself and i 

moment ol partition he cannot indicate any portion as hi,s. 

Q—P^rtition is poss'ble at any time and if .he gets that partitioi 
say how much of the pi-operty is his. l<ouii,iu. 

A —Hnt'l partition no one can bo definite about his share. A i 
have ten ch.klren meludnig a child 2 months old whicE nrnv die ‘ 
its death, each other meinher’s share will get enlarged. 

a man has ten sons and the eldest son is a inaior, he c 
partition and he will get one-eleventh of the whole estate. 
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A. — -Bnt until he _^c1eclares his uifcontlon for |3artlfcioii, he cannot say 

how much is due to him. 

Q.— It is only this formality that matters? 

A. — In law it is, as important as anything chkn 

Q. — But it is only a formality in hiw. Fj*actically every son may he 
supposed to' he the possessor of nne-elovefith of that esl}^^te. 

A. — I Jiave also ihonght over Uio matter. If \vt* iniposo a single duty 
mi the joint family^ it may he a liglitei* duty tlian what is imposed oii 
■ inheritance. 

Q. — What a jojnt family can legitimately do is to make the yonngest 
member of the family the tnaiiagiiig meinher. 

A, — The family has no choice in this respect. In law, the eldest member 
for the time being is the managing member. 

Q. — ^Is there any law that the eldest son should be the managing 
member? 

A. — Yes. That is the Hindu Law. 

Note, — ^The presumption is that the eldest member is the manager, but the 
fainily may appoint another member in his place by common consent, though 
this fact has to be proved to rebut the general presumption. 

Q. — If the eldest brother dies and he has a younger son, who nil! be tho 
managing member? 

A. — The eldest uncle will be the managing member. The eldest member 
of tho family is always the managing member; tlie law recognizes it. It is 
not left to the option of the fnmily. 

Q. — Couldn^t the family agree to make one particular man the managing 
member? ' ^ ^ 

A. — De facto; not in law. 

Sir Percy Thompson, Q. — Yon suggest the appointment of unofficial 
assessors and the prevalent opinion among many witnesses,' certainly among 
all the commercial men we have exn mined, is that the tax-payer would 
not like particulars of his income to be disclosed to non-ofliciai assessors 
who might be competitors in business. 

A. — There are some people ^dio desii'e that tbeir own financial i)osition 
should not be disclosed to other people. 

suggested to^ us that the tax-payers as a, body 
would dislike it. The most you cau get in. the way of iion-ofBcial co-operatioii 
would be a body of business men, at any rate in the larger towns to whom 
a tax-payer could appeal if he liked. ' 

A. That maj^ be tlie position we come to by way of compromise, 

Q. — Do you think that there is anything in the suggestion that the 
tax-payers would resent their competitors in business being associated with 
the income-tax authorities? 

A.— Some business men may not like to disclose their finamdal position 
Hshe^^ countries I find that income-tax proceedings are actually piib- 

Q. — That is perfectly true: it is done in America. 

A. —I do not see why people should play humbug, with regiird to tiieir 
nnancial pos’tion, towards one another wdliout cTsclosing their real 
affairs. In the interests of the country as a whole, it mav be good that the 
income-tax returns are published. " 

a non-official person is really going into the question of the nrofits 
butinL^^"^ making, he must get a good deal of information about his 

A.— It win be a board and not a sngle person to whom I sugo-est an 
ST to^Sfe board^^^ s-^sessee so chooses, that a reference need be 

ktTie StSn rtJtaliafer?’® at 
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do not think anybody can take exception to that, but if yo 
going to make the ref 6 i;ence to the board behind the tax-paver’s 

Objections might be raised. 

unless the assessee wishes, be brought 

-In the matter of accounts, you refer us to a G 
authority for the penalizing of the use of an^ 
._:j. Could you give us reference to that orclini 


The President. Q.~ 

ordinance as being an 

registered hook of accounts, 

rp, reference at home. I shall write and let von know. 

Ihongh the compnlsory maintenance of accounts in respect of all assessefts 
Will not be easy, business men must be compelled to maintain them. 

Dr, Fcmtmjpye. Qr You would not allow any otlier account hooks to 
be produced in courts? 

A.~ No. I ha\e come across instances in which a dual svstem of accounts 
has been maintained, one for the income-tax authorities,' and another for 
the law courts. 

^Ir Perea Thompson. Q.— Do you think it ivould lie possible to do that.? 
A. — It would be in the case of business men. 

Q.— -Ill England it is not possible even with business men. 

A.— So far as non-business people are concerned, it may not be possible 
on account or their %Tant of education and training. 

. think that people are .more advanced in keeping accounts 

111 India than, they are in England? 

A .-— *1 do not say that: nor need they keep accounts of a high order. 

Q. I will give you an instance wdiich is very common. Take a man who 
keeps a large puhlie-house, the expenses of which run into many thousands 
or pounds a year. Surely it is not possible to keep such sets of’ accounts as 


meiilt lor cultivators and agriculturists to keep 
ness men, but accounts must be maintained by busi- 
?gard to the business profits. If income-tax books are 
the income-tax authority, it would be difficult for 
le accounts. 

lou saj^ that the tax laws should be made uniform 
and left entirely under the control of the Central 


whole country. 
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The Freddent, Q.— You say that ^^Tlie tax laws sliouM be made tmiform 
for the whole country, and left entirely under the control of the Central 
Oovernnient, so that not only the burden of taxation but the ineiliods and 
machinery of administration may as far as possible be uniform throughout 
the country/’ Bo you would like tlio Central CoTerninent to collect the 
taxes and pay the proceeds to the Provincial Oovernmeutj ho far as their 
share goes ? 

A. — think that it may he done, but I am particuLirly anxious about 

the uniformity of the burden of taxation. 

Sir Percij Thoinpsmi. Q.— Under the Reforms the provinces want to 
control everything. 

A. — I doubt very much wliefchor tlie provinc'cs are verv keen about 
it. The provincial spirit is not so strong in this country as it is in Australia. 
Canada and other countries. 

Q. — I thought the Provincial Councils were taking a good deal of 
interest ill this respect. 

A, — It is the separation that has s]n-ead the spirit, 
its own accord, and it had not existed previously, at 
able degree. 


It does not. come of 
any rate to a notice- 






Present: 

Sir Chaiiles Toehun'ieb, k.c.s.i,, i.c.s,, President . 

Sir Bijax Chand Mahtab, o.c.i.b., k.c.s.i^, i.o.m., Maliarajadliiraj^ 
Bahadur of Burdwan* 

Sir Pbhcy Thoaipson, ic.b.b., c.b. 

Dr. II. P. Pabanjpye. 

Dr. L. K. Hydee, jm.l.a. 


Prof. A. J. BAUJSTBBRS, M.A., P.B.E.S., Professor of Bconomios, 
the American Colleg^e^ Madnra^ was examined. 


Written memorandtim of Prof. Sa\mdex*e* 

Export duties, 

1. Export duties are a legitimate source of public revenue; the pur- 
pose of such duties is to get the foreigner to pay as far as possible. That 
purpose may be accomplished if the taxing country has a monopoly on 
iiii])ort eoinniodities^ which other countries want. In this respect India 
is fortunate in several commodities. 

In several countries export duties are in force, as for instance, in the 
main suppliers. Because of the fact that India enjoys a virtual monopoly 
in the West Indies, nitrates in Chile, and coffee and rubber in Brhzil. 

2. India has at i> resent five kinds of articles of expoi’t subject to all 

expoi’t duty. They are — rice, tea, jut© (raw and manufactured), hides and 
skins, and pex^per. In connection with the last three mentioned, India has 
almost a monopoly position, and in the case of the first two, she is one of 
the main sui^piiers. Because of the fact that India enjo,ys a virtual mono- 
poly ill the supply of these goods, and that other goods are not readily 
substituted for them, it is possible to shift any reasonable export tax on to 
the foreign buyers. What I am chiefly concerned with in this investigation 
is — “ ' ^ 

Can the rate of export tax be increased, and can we enlarge the list 
of commodities that might be subjected to an exxiort duty? 

3. The rates and total revenue on export duties for British India for 
the year 1923-24 are as follows: — 

Conimodity. Bate. 


Bice .. .. .. .. As, S per Iiidiaii maund of 82 lb. 1,1.8,21,957 

Tea . . lis. 1-8 per 100 lbs 60,06,090 

K,aw J ute (CutUiigB) .. .. „ 1-i- per bale of 400 lbs. 1,68,69,166 

Manufactured J ute — 

(1) Sacking ,, .. „ 20 per ton .. .. 76,14,857 

(2) Hessians . . , , . . 32 per ton 1,22,96,034 

Hides and Skins . . . . 5 per cent . . . . . . 26,33,110 

" Pepper (from Madras ‘Presidency alone). , * . I'or fTannary 1925 alone exports 

valued at Ks. 2,70,909. Do not know the rate. 

In connection with the above list I will make the following sugges- 
tions ; — 

The market for Indian rice is well established, and B-ussia is now 
demanding Indian rice. The export rate may be increased to As. 4 per 
maund. 
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raw iuul inaiiuiai'inred) Is on ilm hivmum 

duties JU 

in 192a-24 the export duties lotalled 
aiuel.v jieiiip uud flax, are one aricl a 
aiHiot hope to eoiupetc witli juie, *Jiite i 
i iiiaxiniuin duty wliich jute <siu bear is a 
we Huposc a duty of about 25 nei' eon 
pur position m the foreign luarkct will not f)e eiidu 
i are^mucli ])elow that figure, and steps 
ate of duty, I would therefore 
to Es. 1-8-0 for 400 11). (cii 
per toil (hessians) for all exi 


means that the deinaiul in gr 
to 2.72 lakhs of rupees, in 
Ihe substitutes for jute, nai 
as costly as jute, and so ca 
lore a safe monopoly. The i 
per cent ad imhrem^ and if 
on the safe side; c;;t 
The present specific duties .. 
be taken therefore to increase the r 
that tlie export duties on juto ho ri 
Ks. 24 per ton (sacking), and Bs. 36 t 
Germany and other iion-Britisli countriet 

Hides and skins now carry 5 per eci 
increased to 10 per cent for all exports i 
countries. 

Popper may remain as it is for tht 

4. As regards other commodities that 
port duty, 1. will montion— 

(1) Shellac . — There is a large 
and it can lie made 
substitute. It 
1 would suggest 

(2) Ground-^nufs 


- - -oreigii demand f 

a close monopoly, liocause there does 
IS a lorest product, ami eoiild be made 
a 25 per cent export duty. 

rni • ' ^ - T-v -^-s.—Large quantities are sent to Oc 

Hub commodity may stand a 10 per cent export duty. 

I'gf shipments go to Germany and the 
commodity may stand a 10 jier cent export duty, 

_ (4) Indian tnamifactured tobacco . — Import dut 
foreign article, Init I would suggest an 
and a license duty for the sale of Tiidii 

(5) The export of iertUher 
users from India are exported < 
states, Java, and even to Eui'ope. 
nsa, ground-nuts, and oil-seeds, f 
lisera, and they are used on the i.eii esi 
which we do not drink, instead of bein; 

Madras Presidency to produce rice, which 
the point j we need these fe.rtilisers so ] 
the export trade in them should be taxed v. 
were attained and the export of fertiliser 
export tax, the revenue of the Gov 
But that loss would be more than . 

^onld raeive fr 

Gl- that fertiliser on the land rather than 

I would put the export tax on fertilisers at 100 per 

T n ' (^) India receives thousands of i 

sou.rce of revenue in that fact i 
satisfactory method of collection. Tliese tourists take out of ind 
lakhs of rupees ivoith of goods. It is all Inisiness for the 

benefits only indirectly by this stream of visitor 
like to see The public revenue benefit more directly 


commodity, 
t a siiitaf>ie 
monopoly ; 


, „ , now ■ covers the 
un excise duty on Inclian inanufacftures 
vuan tobacco goods. ’ 

‘«s,— Large quantities of indigenous ferti- 
to Ceylon, Federated; Malay' 
Iliese^ fertilisers ^include bones, bone meal, 
te^noii is the chief customer for these ferti- 
1 tea estates of the colony to produce tea 
.r used on the paddy fields of the 
we, can and::need..:,to ,.'eat,,.. ' ^..Tiiat ''.ii'":: 
liadly , ;m ■■India'' that 'if ^ 'necessary 
[ out , of , existence:, .If that object' 
-.,rs ' were prohibited by a heavy ' 
^ernment would suffer to that extent! 
emnpensated by the benefit that both 

--erre ^rom^ agriculture: ''hy';' the':', use^'" 
exporting it to: a .foreign 'land.. ■■ . ' 

cent. 

toiii'ists e've.ry year, 
if we cun work out a 
ia every year 
country, but"" the 

.... would 

1 here :''are' ■ at : least wo" ■ , 
sts, Tliey are : 

3toms officer at tlie port of entry that the 
d the payment of a Rs. 10 tourist tax to 

,Sooch taken out of the coinitrv hr dof]-n-o,1 
Jiwpeetion by Citstonts Officers at the' ‘i.oH 
■ture. This tax may be a 5 per cent ad vak»r2 tax! ^ 



1 iavour tul vahn'cni. duties wherever possible. 

It Is aJoiig these lines Unit [ iuivo been tliiitkiug am 
iiection with export duties, and these suggestions are iny 

Taxaiion, 

CO f 1 fere u cos recently on th 
"'r 'u Ayyaiigar, m.l.a., for Mad 

System of Taxation’^- an 
Madura Distinct Board. I am Professor 
in I ubhc h inanee ’ive arc just now deali: 
diseussiiig many of the problems wdiich a 
iaxatioii Enquiry Committee. 

The following are some of the couch 
our discussions, and if the Taxation Coinn 
investigation, 1 shall be pleased to meet 
them : — 

The lirst thing is the relative inori 
as they apply to India 
investigation, I shall bi 
tlieir burden of taxatioi 
wealthy clatsses. On the 
ment, and therefore all 


direct and indirect taxation 
ite is an extension of direct 
jontiiiue the discussions with 
taxes of the upper and :more 
nve benefit from the Covern- 
to the revenue of the State, 
t be a heavy tax, Es. I44i 
. If an universal tax is to be increased 
? the income-tax from Es. 2,000 to a 

remamuig tiie same as at i^i-esent. minimum 

The land tax, as at present administered, is sencrallv reo'-nvio/i 

is too beavil" taxM. and Madrts 
s caUevl upon to paj tar too mncli to the Central Government on 

pnV°° difference between’ the 

tuo systems of peimaiient and temporary land tenure. That Benaal slimdd 

bo paying to-day the same rate on Jands as she did 150 Vetrs agm in sSe 
denms prices and the enormous increase in land values, cou- 

and income-tax to agriculture as well as to commerco 

fo a^dcnltiiro fin +® the regular income-tax rate 

to agiicultuie as uell as to industries, but allowing rebates un to tbe 
extent of the hind tax, or — and this is being advocated in the M'ulr'is Prt'si 

witn tiie same rate or hind tax as 
graduated agricuiturai 
which exists between Ben gj 
Bengal is gettin, 

Another reason for an 
way that the C^hetti community are 
and industry and buying 


income-tax. This will remove the i)resc 
n. , ana the temporary tenures. T 

g oft too lightly. 

agriculture income-tax is the 
,, — ^ withdrawing their 11101165 ? fr 

^ - hands to escape the income-tax. 

capital IS being withdrawn from industry, and that is bad for the'' dev 
■ ment of the coimtry. ■ 

Another matter in this same connection 
up in the later enquiry on economic condition 
1 am in a position to know that the Indian ■ 
among the rural population. T " 

impro\wient of the rural people and the generargooFo? the 
that 1 wmuid tax out of existence the practice of minute s 
fragmentation of agricultural lands. 

Any change in the land 
necessitate a redistrilnition of 
the Central Governments. 

cuiturai income and income nctL-in^^ 

credit to the Central Government and the other to ’ th^ ProvTnclarGov 

ment. 

In this recasting of Indian taxation S3?stem the question of an in- 
heritance or .succession tax sliould he considered. This, of course, will need 
eareiul handling, liecause of the Hindu Law of Inheritance and the joint 
family system of iand-holdings. But Indian opinion dowm our way is 


report down our 
from commerce. 
That ineans that 
’elO'p- 

though it probably will come 
IS, is the ^subdivision of iaiicls. 
practice i.| jiromoting jicverty 
.1 have come to the conclusion for the economic 


revenue sj^stem as suggested aliove would 
revenue heads between the Provincial and 
It ma,y be done 1>5^ dift'erentiatiiig between agri- 
3 from all other sources, and placing one as a 



coining to tiie position that such a tax may be considered, 
worked out satisfactorily it may bo adopted. The probiei 
iibo joint family holding and tho rights of the survivors. T 
much difficulty in connection with industrial inheritance 
family holding of lands may present some difficulties, 
ings exist, exemptions would have to be a" 
graduated tax may be imposed, and the w; 
for the payment of the tax. 

The cotton excise tax is greatly disliked 
tax through an income or super income-tax? 


Why not make it a profits^ 
— „ — „ — * jriiat IS really what it is, and 
this method would afford relief to those who can show clearly that tliey are 
not making profits for some excejitional reason or otlier. An excise tax mi 
all the producers alike only results in an increased cost to the consumers. 
But a tax on profits will get only the profit-makers, who should pay more, 
and exemptions^ to those who are not making profits will tend to keep prices 
down, which ■will be welcome to the consuiiiers. 

An export tax may be graduated with a higher i-ate for Indian mono- 
polies, because the tax can easily be shifted to the foreigner, who is thus 
iiiade^ 'to pay to Indian ye'venue. This must not be overdone, however 
especially in connection with commodities which are not Indian monopolies^ 
or eompotitioii will affect the demand for Indian goods, which result wouhl 
noi only interfere with Indian revenue, but would serioiislv interfere also 
with an industry. 

Mie Coiiimittec may seem fit to recommend to local bodies a cliange in 
the tolls system. Tolls are archaic and ought to be aboli.shed in India. No 
one likp them, and every one tries to evade them. A sufficient vehicle tax 
would be a much better system, and it could he levied so as to bring in 
much more than the in-esent cmstoin, and without tho annovance of the 
present practice^ 

Miese are some of the lines along which we have been discussing this 
taxation problem in the American College, Madura, mid with a number of 
our promment public men. I offer the Suggestions to the Committee for what 
they are worth mu if they open up anything that may bo further invesU- 
gated, I siiall be pleased to continue the discussions. 


Prof, Saunders gave oral evidence as follows ; — 

Oollell® MadufaP^’ I’^'o^e^sor of Economics in the American 

, A.— Yes.,. 

Q. You say '‘India has at present five kinds of 
I «'* fxpbit duty. They are rice, tea, jute (raw 

and manufactured),^ hides and ski.ns, and i>epper. In connection with tho 

has alino.st a monopoly position, and in the case 
^ suppliers”. Wluit pro))ortion of the 

woild s production of hides and skias has India P I should tliink it is rather 
a small proportion. 

A. My impression is that the exjiort of hides and skins from India is 
wiisiderable. I got some of my information from the Madras Customs 
House. I think the matter is discussed in Findlay Sliirras’ book on Public 
X iiiauoe, aiKi \ akil too has discussed it to some extent. 

. The Prendeni. Q.— You are familiar with the views of tho Fiscal Com- 
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Q.— They recommend the abolition of the duty on hides and say that a 

smaJi revenue duty on skins might he successful. 

A.— That might be. I suppo.se a distinotiion could be made between 
skins and hides. 1 do not know which is the more important of the two or 

which is the larger of the two. 

Mr FercAj Thompson, Q.— Bo you accept the proposition that you would 
be justified in putting an export duty on an article when you have 
something of the nature of a monopoly? 

A. — ^Yes; I think I would accept that iDrinciple, 

Di\ Faranjpye, Q. — Also when jon want to prohibit a thing gojno- out 
of the country? 

A. — Thatj of course, becomes a prohibitive duty. But the point is this; 
if there is not a monopoly and suhstitiites can be used in the jilace of the 
commodity, putting on a duty would mean the ruining of the trade of the 
country. 

Sir Fercy Thompson, Q. — Quite; and from that point of view, I suppose 
It is rather dangerous to put anything like a substantial duty on things like 
rice and tea. 

A. — ^You take rice. The demand for rice is world- wide. I liave no figures 
before me now, but I am sure the demand is on the increase. ,Tf that) fs so, 
then it may be tliat it can bear an export duty. 

Q. — At any rate, will you agree with the view that if you put on an 
export duty, unless India fixes the world price for rice, the duly comes out of 
the pockets of the producer ? 

A. — Bo you think India is not fixing the world price when Burma 
exports about 70 per cent of the world’s rice demand? 

Q. — should not think she has anything in the nature of a monopoly. I 
have no doubt that the world price of rice must depend to a great extent 
on the crop in India. 

The Freskleni, Q. — India and Burma together export about 50 per cent 
of the world’s rice. 

A. — I think Burma exports 70 per cent. Burma exports a much greater 
amoxmt than India does. As India exports much less, x>eriiaps it brings the 
figure down to 50. 

Sir Percy Thompson, Q. — If India and Burma together export 50 per 
cent of the %vorld’s supply, surely Burma’s export must he less than 50 per 
cent of the world’s supply. 

A. — 1 have not got the authority with me just now; but my imi:)ression 
ife that Burma’s export is much larger than India’s. 

• 

Q. — Have yon ever considered in the case of export duty on rice 
and tea, if you admit that any part of the duty is thrown on the producer, 
to whom the duty should go? 

A. — To the province of origin. That would, of course, come in your 
classification of revenues between the Central and the Provincial Govern- 
ments. 

Q. — ^Would you say the same thing with regard to a real monopoly, such 
as jute? 

A. — To be consistent, I tlihik one would need say that those commodities 
which are provincial monopolies should go to the provincial revenue. 

Q. — If they are monopolies, they should still go to the provincial 
revenue? 

, A.~Yes; I think so. 

Dr. ITyder. Q. — Now, suppose India put a tax on the export of rice; 
wdiat will happen? Eeasoning on Sir Percy Thomi)Son’s assumption that 
India will not be able to compete in the world market and other people 
will try to meet the world demand, this must show itself in the increased 
efforts of the producers in other countries. But the land will not return 
such an increasing quantity of rice at the same cost. It would mean extra 
production at a greater cost. Therefore, to the extent that the rise in 
world’s price takes place, the Indians can jump in and throw part of the 
b\Trden on the foreign consumer, Js that correct? 
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sider^- ThfsZS oftheZ^^^I ffon t‘hf' 

culture iu China .^d. Japan, aud'a/;: in IndL^ TIu- a is' SeT deni J] 
for food-«tufts, and noo is tho staple food here. Yon take ifnsi • p ,, S’ 
deinaud for Indian rice is on tho increase non-, f t link hi n W tlie^ W A 
cent export, India could stand an export duty. ^ ” I'®*' 

K,„ demand is not very elastic and production is snhiect to +1,„ 

law of dimimshing returns, the prolinhility is that there will 1 e f ® 
price,- and to the extent that that rise in price takes place Incli-i ivill ho li?^ 
to throw ite burden on the foreign shoulders. Is there any’ flaw in that f 

A.-No; I think that is quite correct. That i.s my idea too on the point. 

is •'» >'«■> 

“ necessary raw material for 
extent it is, no doubt, a raw material as well 

Sir Percy Thompson,— 
will be that land which is 
be cultivated with rice. 

iS z 

quality of land and to the extent that they grow r ce tlief 'wii'l' T" 'V 
more labour and more capital only to get a dfniinishi Sirin 

of tif ’e^^s ’isrt Sr’ ".f 

prod.ietion outside' India is ’likely to incieasf Thc -efmr t’’® 


industries. To 
as an article of food. 

of rice teiKls to rise, the 
nltivated with other food-stuffi 


expansion; the 
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Q,"-The probability is that taken over a loner period if Mip .infx- 
4 annas, 3 annas will come out of the pockets of the produppr^ 

'iu\i fesSf 

Yon want to raise tbe duty on jute fronj Ks. W-O to Rs, 1-8-0? 

: ' A.— Yes. 

The 2IaliaTQjadhit‘oj<i Bcdia(hir of Rnrdii^nm n -n^ , . , 

SO()S(> that lays the golden egg? Q.-Bo you want to kill the 

A. ^Wheii you have a monopoly and there is n dAmonri 4 -u^ 

<hty whr shonkl not. the export huty be fueheLedrTlLre Im 
considerable increase m demand since 1921-22. That -n-ould wnvvin+ 

increase in the export duty. ^wiiiant an 

pr. Faranjpye. Q. —Business people have told thot -ic. .> ^ • 

=ro?sSi.‘“"“ ■' ■» S Xi? wSVL'rjsE 

A.— The question is whether the increase would reach the upper limit 

been an attempt to find substitutes quite 

A.— Yes. The sulKtitute is dearer than the jute itself. So, I think there 
is no danger there. The point which Dr. Paraiijpye has raised would apply 
to the Dnited States of America and Canada; but I doubt ivhether it wiD 
apply to South America, Australia and other countries; .1 do not think hulk 
handling will take place there for a considerable time. 

Q. -Do you think that the exemption of Binilipatam jute is justified? 
<ioiif know. Have you any idea of the reason for that exemp- 

Q.— It is not the same botanical plant. It is really a substitute. Is 
there any authority for your statement that there is a duty on pepper? 

A.— I do not find the reference. It is not in the list supplied by the 
customs authorities m Madras, ® 

Q.— There was a duty on pepper from Gochiii. I think the duty ha« 
long since been abolished. 

V 4*7“-^ it here. But I found it in one of the statements pub- 

iisnea by the Madras Alail'’ with reference to the exports and imjiorts. 

Q.--Section 4 of the Indian Tariff Act reads thus: “On all Dennei- 
exported by sea trom the Port of Cochin there shall be levied such duty^not 
exceeding Rs. 9 per candy as the Goyernor of Fort St. George h co„ncff 
may determine; and that the Customs Collector at the said port .shall alter 
deducting the expeiises ot collection, pay the duty collected under this section 
to the Governments ot Travancoro and Cochin, in such proportion and in 
such manner as the Governor of Fort St. George ib Gonncil mav direct’^ 

So there is a duty at one port levied on behalf of the two Indian States hut 
it IS not the part of the customs tariff. ' ^ ^ 

A.— May be. I think it was simply called an export duty on pepper. 

Sir Percy Tkom'pson. Q. — Have you any information bow far she.llac 
production is increasing in other countries? 

A.— No. 

The Preskhmf, Q.— It was mentioned that America and Germany are 
undertaking the manufacture of lac. The Commerce Department gave us 
some figures that they laid much more stress on the fact that the export duty 
on lac will hit the local manufacturer. Already the other countries are 
making their own lac from Government forests and the export duty would 
simply kill the local trade. Tbe next thing is that tlie local trade ‘is badly 
organized. 

: 'A.— I see. ■ ' 

Q. — ^Actually at 3 ^;esent lac pays a considerable roj^alty and there is also 
ii cess of 4 annas a maimd. Any serious increaps in price will stimulate the 
production of substitutes and thereby ruin tlid Indian’ export trade. 

A. — ^That is the point, of course, with regard to all the export duties, 
If a substitute is provided, there is the danger signal, 

yii— 28 
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Sir Perey TJwmpsoih Q.— All tliroi 
exports. Is it jiot a very bad principle 

A.— If the Government i's getting 
the price value rises, their share in the 

Q.— When the price falls, it can stand 

A. — blit my idea was to 
Government revenue which you c 
constant. Weight does not chanm 


‘ ; ■■■It ::Wi1,i '.make' tlie : prices ■ still ■higher ? 
’oveime;' 'according tinr 'value,' '''when 
revenmv'wili "also .■■be: increased. ''' ' 

■a: .greater', export^^' ■duty ?, ■; . 

:ive the benefit .'of' the, iiKTOase' to 
.not do ' on .the weight' ..'became at' ' Is 

but' the'':price does ".an'd':"'gives'.,''tlie'' ■.'..■ .a.d* 

rise 111 prices. 1 recognii?e it will require 

Poranjpye, Q. The benefit of the greater price can he rfi)Laine(l in 
Uie shape ot income-tax receipts from tlie manui'actnrersr hi 

A. — T doubt if that amounts to mueli. 

T 2'AoHipson. Q.— Is there any monoi)oly of Kromul-iuits in 

India? What use is made of it? uius m 

A.— There is no monopoly. They make oil from it. 

Q. — Then you have got coir, is tliere any monopoly in it? 

A.—It is _not a monopoly, hut the trade is tremendous in South India, 
li you take the \\ost Coast, in Travancore, etc., tin* cocoaiuit indust rv is a 

^ S^^at deal of exports go to Europe, Germany 

Q.— Bo you know for what purpose this coir is put? 

A. — For ropes and matting, etc. 

Ihe Presldeni* Q.-— Actually there is a largo amount of waste in the 
manufacture of coir. You must see whether the manufacture develops pro* 
periy before you can tax it. 

A.— Y'es. On the whole, it is better not to tax it. 

Q* The demand is very much less than the supply? 

A.— Yes. 

sy Percy Thompson. Q.— It is a flourishing industry, but you wouM 
not tax it simply because it is a fiourishiiig industry? " 

. A.— Yes, it depends upoa the demand. If the demand is strona:, it 

IS a fail question to ask whether it cannot stand an export duty. 

; Q— The other thing you want to put a tax on is the export of 

fertilisers. There is one statement von mnlc<a t 
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coujit]”v tourists come into this 

^ nuke loo of purcliases and thus enrich this country in a 

h'mn TntVthis^’’cou,Sr*'' discouraging money 

A. 1 tliink in spite of this tax, many will come. 

.... should they come to India, they can as well go' to China 

or Japan, avouling these items of mst? v-iu,ua 

other daV I met an American young man vJic 
said that hjs bad given him. Rs. 15,000 to make a wor.ld tour. Bo 

journey tc 

■■:■• A.—No. •■". . ■■■ 

Sir Perc!/ Thonipson. Q.— Do you think we could got some thousands 
of rupees out of tins tax or only some Iiuudreds? tuuusaiuis 

A. If it is not laklis o,f impees, it is not worth while. 

Q.— A\hy don’t you make it a passport duty just like in America? 

A. — I suppose that can be done. 

. Q. 7 "Supposing you charge Rs 10 to everybody who has got a passport 
which is not imtially issued Iiy the British authorities? ^ ^ 

A. That Will land us in international Cjiiestions. This proposal is 

wPl ^ suggestion. I am doubtful wdiether 

it will be worth w'hile. It ought to be considered. 

this ^oiir^'y^?^* ' think a large number of tourists conic into 

^ haio not got statistics, but I think many of them come in. 

'Pp Q— You have also suggested excise duty on Indian 

manufactured tobacco and licensing duty on the sales of Indian inanu- 

ItXlturocftoiaccop"" 

A. — That, of course, is a problem. 

Q Indian manufactured tobacco-only thinus 

manufactured on. European lines ? ‘ wiings 

A.—That is what I had in mind. If the manufacture is conducted 
nature or a factory, my idea is that it ought to be 
Registered aiid the returns ought to be made to the department, and on that 
basis an excise duty would be cliarged. 

Q. ^Would it not kill the industry and split it up into cottage industries? 
procfucthn/^'^ Giink so. The tendency lunvadays is tow^ards large 

Q.— Actually the cigar industiy i.^ falling off. 

A . — 1 do not think so. 

Q. You might put an excise duty on the cigarettes, bub on the cigar 
industry it would not be practicable, as the few factories that are already 
ivorking are losing money. 

A. — Ho-w^ are they losing? 

Q. —Their export trade is falling oh. 

A.-'-T did not consider that point. 

Q. Then, take eigareties, you would put an excise duty on cigarettes? 
theni^* could be done by registering the factories that are making 

Q. Would you adopt the ])oiicy of stamping the i)ackcts? 

().— Yon will liju'c a. license duty on the sales, what is the plan? 

A.— Tim t IS vovy (liflicuU. The sale is everywdiere and the iiroblem wiil 
>e a very dihicmt one. .Aly idea is that the place of sale ought to bo 
iiceused and tlie por.son vemding ought to be licensed, 

Q.— Would you fjroak up the country into different areas and in each 
area seU the monopoly by auction : the monopolist wmild probably appoint 
the extslnig people and make iliem pay? ^ i . a 

A,— The supervision of that will be a considerable task, 
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Q.— riie monopolists would supoiwiso 
A— I suppose that could be done. 

_ Q- advocate an extension of di 

tlie income-tax to a minimum of Rs. I 

. ■■ A.— Yes.' .. ^ 

Sir Percy Thomimn. Q.— J don't qu 
iiecessituto the lowerins of tli 

A.— It i.s reported tliat, when there 
sumption went off considerably: lint I 

I to say that the 

actual total yield fell? 

A.— T don’t know about the yield, but 

Q- ^Assume that the comsiimption fc 
was greater; why should the limit of 
lowered ? 

,, a universal tax i,s to be inert 

the lowering ot tlie income-tax excnijition 
the question ol a univei-sal tax. If vou 

■uo'tbn? the revenue to Oove'rnm 

up that loss and .1 suggest that the loss 
uxeiuptioii limit of' income-tax. 

^1^1^ univer.sal tax 

inissprmt? 

tax “a” I’oT “thi.s’ 

w-x. bait has Iitou a universal tax. If - 
to Rs. 1 - 8-0 or Rs. 1 - 1-0 or oven Re. ] ' 

mtome-tax imnmnim, you can imilie un - 
lou are decreasing it on salt and iiicroas: 

taxaSoii 

A. ?Not absolutely; [ believe in ijuli 

Q. SuppohiG the fmaiKnal needs of the 
leveiiue and the Government of Tiulia put 
yonj- mind is that this tax would be pfd 

clovii the income-tax exemption limit to H 

Bir Fercif T/^o/np.S'm.— That is not so 1 
that miiiiiniim wmilrl ivmioo;,, 4-n^ ' 


iaxuiion and you u-utiid loww 


leavy tax on salt, the con- 
not A^erify the Jitateineiii. 
ty was so hejn'y that th© 


eonsumj.Lioii of tin' com- 
b out actually when tlio 
fc a man -will change .his 

consiiiiiption has suffered 


IhOhtpHon., Q. — 111 regard to land 

‘to"t 1 ie Centifr'’''-' Madras 

tovorl ” M Cro'-ernmeut, while on t 
taxed. Madras does not pav anv land ^ 
it keeps all to itself, ‘ ' 

referring to the contribution. 

Ji^in '-flntivo 

Lci. ni other provinces? 

r© Aot’ -igon© -into it,. 


incidence of taxation 



ciui’t say that Madr 
a big Tjgiire whielji ib nominally a coir 
the Meston vSettlement, 
about live croros more 
pay back out of it souk 
the Governiuent of Incli, 

A. — Tlie land iwenui 
the advantage of it; but on acc 
of .India turn round and take 
Government. 

I)i\ Ilijuler. riie incidence of land re 
raniy-settled areas than in Bengal. You 
land revenue of Madras with like areas. 

_ I he IyrsHJenf.-—U you take it per ac 
iUTived at any satisfactory standard of ■ 

Dr. Jiycler. Q. — The I’eal x^oint is w 
as compared with Bengal in i-egard to la 

A,— -The cinesiioii of land tax is not a i 

Q.-~I)o you iiropose th 
me land tax in all provinces down to tin 
what the Bengal rate is.? 

A. — I don’t know. 

i thing as the 1 

rate settled lor each jiarticular zainiiulari , 
the incidciico is more unequal j^orhai^s in 
another than in any oilier part of Incli 
- A.-^Yes.' 

Di. Myder, Q. ^^oiild you take into account the total figure of land 
i‘evciuie in a ]>rovinco and then distribute it per acre? 

A. .f don’t think that would woik very well. 

fbr*‘Ln? P you base the eoinparison on the avo» 

lage 01 the icntais xniid in open competition? 

A. — Yes. 

, ,, PresideuL Q — Do you think there would he any considerahle 

numlier of larmers who would be liable to income-tax? 

A.— I .suppose not: tlie income-tax would apply to large landholders. 

Q. .Practically it would aiiply to rent-i’eceivers. 

bh leicy ihom/psou, (,). — T\ould it amount to very much? 

1 , question. 1 tliink by taxing the income of the larger 

landholders Govern.inent would stand to benefit. ^ ' 

(j. ;Ihere uould be certain cases where yon can get big payments hut 
you would want an enormous niachinerv for it* ^ ^ ’ 


taxed, '.riiere is 
rdras, ;'but:';'''uiider 
■revenue.:" Aladras':' got' 
but it was asked to 

n V of rupees, because 

a put laiger resources in the hands of Madras. 

is very heavy in Madras and the province sets 
)iint of the heavy land tax the Gov 
a very large contribution for the 




y.-^an you {^ivo us any idea as to lioff 
pi'ospenty ot tlie people, with the teniporarilv 

«ucler‘u,l Tamiudar?® 

Q. You suj that the Chetli v 

tioin commerce aucl indnstrv and buvino’ Lini 


regards tlie 


those 


' uiiat IS tiicir motive in doing it. 
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five to he considered scientiiieal 
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von your list of authorities to some lit 

you fa\our oi legislation on the lines of l!^[r 

f think the time has come wiicn somethim 


price is suhject to a i 
t considerations ai 
esca pe i ii coi ne-tax 


to ^ increase the jjrice oi 
price paid for the laud 
a question that would li, 

Q. — In your 
and you refer 
ject. Are y 
the sub ject r 

A.—Yes; 
be considered^ 

Br. llyder. Q.--Could 

A. — I think a goc 
to point out to the poopk 
think they are coming to 

Q.: 'Idiere are some in 
go out of the family and 1 
lu winch the youngest has 
person only. There is no , 
inheritance and succession 
the fragmentation of agricu 

4.1 f ^ ^ great 

tiio law would be effective 
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«oon they would be prepare 

p-6 FremUnt. Q.— You 
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tna reiusal to recogiiijse sul 
revenue department, or th 
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records from being records o 
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iiuctionisarmij hy passing a law? 
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Q.— *Tjie ooiitrai'y has been suggested to us, iiamelv, that when the 
holdings are so small you should exempt them from land" revenue. 


A,— I should take that to be an Indian point of view; tlio Eiu'opean 
point of view would ])o the reverse, viz., tax it out of existence. 


The FreskJent. Q.— Then you go on to suggest a redistribution ot 
revenue lieads between the Pi'ovincial and Central Governments by giving 
agricultural income to the one and the income from all other sources to 

'the ..other? ,■ ■ . ■ ■ ■ :/ - ' ' 


A. — It is merely a suggestion : it has to be worked out very carefully. 
How is this division of revenue to take place: what is the classilicatio]i 
under wdiich you will do it? 


Q.—You may have seen from our questionnaire the line of our work- 
ing. We have taken a proposal of Seligman^s to adopt a combination of 
three plans—separation of sources, uniform administration and division 
of proceeds. What we are trying to do is to apply these three plans to each 
tax to see which suits it best. Can you give us any help in this? 

A. — I am afraid not: I have not gone into the question of sources and 
distribution of revenue. 


Q. — Let us go on to the succession tax which you recommend. In the 
case of the joint family, you propose to make the whole family responsible 
for the payment of the tax. So I take it that you would tax the family 
property with reference to the share of each? 

A. — If you have a piece of land, it must yield revenue to Government. 
The question as to who is to be held responsible for it has to be determined 
by the person or persons in whose name it is held. In Europe it is lield 
by an individual, in this country by a famil5\ I would make the family 
that enjoys the land i-esponsible for the payment of the duty. 


-Would you make the death duties chargeable 


of 


as 


Bit Percy Thompson. Q,- 
on the land? 

A. — Tliat would he holding a threat over them. 

Q. — You do it in the case of land revenue: why not do it in the case 
any other tax? 

A. — The idea is to get" a tax out of the land. You may hold it 
a threat so that the people who do not want to forfeit the land woulcl 
pay the tax. But I think there would be a great deal of trouble. 

Q. — I was thinking of the ultimate recourse Government •would have 
to: if they do not get it any other way, it must be from the land itself. 

A.- — I suppose there would have to be a guarantee. 

Dr. Ilydcr . — In connection with the taxation of land which passes 
by inheritance the following argument was raised. Government say that they 
are the proprietoi*s of the land, so that when the property passes at death, 
Government wmuld come doivn and say, : ‘ Won have to pa,y some kind of 
inheritance or snceessioii tax.’^ Government is either the sole owner or 
a partner: to the extent that they ai-e a jmrtner, they have got to give 
relief to ns. They cannot tax their own property. 

The Vresident.— Vlio tax would only be levied on the beneficial interest. 
There is no Government share in issue in the levy of the death duty. 

Dr. Ilyder. Q. — Tliev say : ‘‘Either we are the owners of the land, or 


the Government Is the owner. If the Government is the owmer, then the 
land belongs to the Government. We pay the land revenue; we cultivate 
the land and pay the land revenue. What we get is derived from our toil. 
We do not see the justice of this taxation.^ ^ 

A. — That ajiplies when the definition of land revenue is i-ent. Bufc 
if it is a tax, what is their argument? 

Sir Farcy Thompson. Q.— You say “There will not be nuich difficulty 
in connection with industrial inheritance’ k Is it different from the inheri- 
tance of landed proxierty, so long as it is the property of the joint family? 

A. — Tliat is the jioiiit exactly. Industrial inheritance is not necessarily 
a joint-family concern. 

Q. — Siipposi'ag it was? 

A, — that case there won’t be much difference. 
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The Presklent, Q. — regard to cotton excise tax, you want to 
su))stituto for it aa income-tax on profits — a special lax on fu-olits. Would 
not that penalise the more elEeient mills P 

A. — It would theoretically; but is a cai)ab]e hnsiiH‘s> man going io 
cut down his profits in business in order to escape a proiiis taxr He is 
not going to limit his business simply to escape a profits tax. 

Q. — He can manipulate his accounts. 

A. — He may for the time being. 

>V/r Fercu Thompson, Q. — The cotton excise tax is nothing akin to 
income-tax and sapor-tax; because the idea of the cotton excise tax is that 
it will be passed on to the consumer by way of an increase in price. 

A, — There is a difference of opinion on that. 

The President, Q. — If it is to be a tax on profits, tvhy .shmiKl you tax 
profits from cotton mills more than any other xtrofitsr' 

A. — That will apply to all industrial concerns. 

Q. — You subject it to the income-tax in the usual way.^ 

A. — But the i>oint is, if a person can show that ho is not making 
profits, why should he be taxed P 

Q. — You say it really is a jirofits tax. I understood you to suggest 
the substitution of profits tax for the present ta,x; bul Ibey a]rea<ly i)a.y 
a tax on their profits. 

A. — Increase it to make up this difference of excise. 

Q. — You would put a special income-tax on this ]>articu]ar indusHy? 

A. — That would apply to other industries as well. 

Q. — ^Wbat other industries do you ai^ply it to? 

A. — Jute, for instance. What I am trying to got at is this. You put 
an excise duty upon cotton with the idea of getting everybody, it may 
be that a man may be starting the business and has not established him- 
self sufficiently to make a profit. Then you will be injuring his business 
by charging nim the excise. TYliy not omit that excise tax? Allow 
him an opportunity to develop and succeed. When his success conies, then 
get him through a profits tax. 

Bir Percy Thompson, Q. — ^You are not injuring his business. Only he 
will have to sell the cloth for 31 per cent more than he could if there* was 
no excise tax. If there is an excise tax it is intended to be paid by the 
consumer. 

A. — He may not get the whole of the cent. 

The President, Q. — To come to your proposal to put a special income- 
tax on cotton and jute mills, would not the result bo simply to divert 
capital from those industries to other industries? 

A. — I think not, unless it is a verv excessive tax. 

Q. — Or ijossiblj" to reduce wages. 

A. — ^Again only if it is so heavy as to iiiterl'ere wiih the liusiness. 

Q.— Have yoxx any precedent for such discinrniiiatioii as between differ- 
ent businesses? 

A. — But there is an excise duty on cotton. There is a great deal of 
opposition on the principle: ‘AVhy tax a certain business before you. know 
whether it is paying or not. Wait until they are making profits and 
then tax them; get your tax from the profits and' not otherwise”, 

Q. — Then^you suggest the abolition of tolls and the introductitm of a 
vehicle tax in place of it. Do you apply that both to tolls in the district 
as well as to tolls in the towns? 

A. — ^Yes; in the towns they do not have tolls. 

Q. — ^They do not tax the vehicles registered in the town; but they have 
a toll for a vehicle coming into the town. Now if yoxt abolisli the toll, how 
are you going to get at the vehicle coming from outside the town ? 

, ^ A. — It has to be kept out and taxed. 

Q. — ^Then you retain the toll-bar? 

A.— My point is, that vehicles plying out of the town would have to 
be taxed when they seek to do business in the tow 3 i. 
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Q. — You ^ have got the miiiucipality within j 
veliicles inside are 3‘egisterecL Now how are y( 
veiiielo corning i'roin outside? Plow will you deal 
3f a mao witii a motor car i3a8se>s throijgh the i 
to pay a jenv-fi license P 

A. — or course^ a distinction lias to be made, 

Q. — Wluit would you make him pay? 

A. — If it is a motor service, he will pay < 
a ])rivaie man, a nuinicipal tax, 

Q.—But how do you catch him without a toll 

^ xl.— Yes j there is a diiSciilty there. He will li 
his vehicle. 

Q.-^ Then there must he a toll gate. 

A. — No ; not necessarily. 

Sir lyrcy Thoinpson. Q.~~-BiippQse 1 am ma; 
instead ol paying a fee at the toil gate, if i haw 
office and make a deciaratjon, is it not a bigger 

A. — How do you do it in England? 

Q, — They liave got a national fund formed o 
cars. 

A . — Cannot sometlrhig be done here like that] 

The Preside fit, Q. — In a municipalitj^ you can 
respect ot a vehicle. But when you get out iiit« 
bulk of the vehicles are farm carts and a lot of f 
the metal led roads at all. 

T.™ make exemptions in some cases, 

dilterenfc purposes in different localities. Each 
licensed accordina; to its use. 


) Mysore, 
municipal 


t matter discussed in Madura. Mr. Ifoulkes proposed 
d a suggestion for their consideration. In the first 
Lt desirable to eliminate the tolls and substitute some- 
!Ki almost an universal opposition on the part of the 
•ers to tile abolition of the toll gate. Tliev did not 
they preferred the present method. 

’x.s‘o/?. Q.-— Would you have a common autlioiltv which 

lor the maintenance of the roads? In England, tor 
‘ounty council that is responsible for tlie maintenance 
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Written memorandum of Mr. Hawiins. 

hydro-icSS SStSgt telegraphs., irrigation, State-owned 

meat ^mchrtaMnos-e.g., industries run by tim Depart- 

(ui) State eommercml miihrtaldngs—e.s., forests exploitation. 

(iv) Minor undertakings sahsidianj to the laraer serrirr^ r. n. 
Govenmient workshops. mujh serpices — 

2. Undertakinjys in class (ii) are run not lor pi 
purpose of encouraging tlie developnienfc of parti< 
yate enterprise, and as private enterprise is not iik< 
taking wixieh does not offer a commercial return, 
sliould be the objective. ^ 

^ Class (iii) includes purely commercial undertakings, and a coinr 
return should be the ultimate objective. 

- Class (iv) includes undertakings run merely for the services of the 
servmes to wluoh_ they are subsidiary. They .should supph to the 
service at cost price (i.e., ‘bare return’), sliould be regained not as 
tight compartments, _ but as integral portions of the main service Tver 
tion, .and .should lie judged by the ordinary criteria of efficiency and eco 

rhey should tlieiefoie ann a-t a liare return’ on the capital invested ■ 
into account so far as possible savings effected in supply to the main i 
taking^ at^ less than conmnercial market price. .Tn tbis connection I ] 
the objections to such undertakings occasionally put forward on the o-i 
of unfair competition with, private enterprise ‘ as absolutely iiniustifiec 
would meet them on the ground that the State is as ‘fully just-li 
supplying to public services at cost price in the interests of the tax-paT 
for instance, a large shipping concern is in underwriting It.s own risks* 
interests of the shareholders instead of insuring outside. This has a b< 
on the question, because such objections are based on the factor of s 
at less than market rates. 

' i 8. Class (i) includes undertakings which are definitely and solely • 
services, even though of a semi-commercial nature. It is, I thinl 
accepted principle that public services should be provided at as neai 
possible cost price. In this class, therefore, the element of taxation aj; 
in any profits, made in excess of the 'bare return’ on capital inv 


lie services but for the 
lar industries by pri- 
to take up an under* 
a commercial return 



iiicliicliiig service of loan and working expenses 
are credited to the general revenues. If this v 
then is, nofc whether the objective should be a ^ba 
return’, but whether public services of either c 
taxation . 

4. There , _ ___ 

the taxation of public ; 
revenue. Such taxation 


is, so far as I know, no accepted principle which is opposed to 
service of these classes for the purpose of raising 
I is indirect, and of the so-called S"ohmt ary’ class. 
All tliese services, however, contribute directly to the commercial and 
industrial develojnneiit and prosperity of the country, and the economic 
liinit to taxation is the point at which this development would be adversely 
affected. Subject to these limits the ^tax’ or charge in excess of the ^])are 
return’, as in the case of any other form of taxation, should be dictated 
by the financial requirements of the State. 

5. These principles may be held to apply to irrigation and Government 
power undertakings (hydro-electric). In both cases Government develops 
natural resources to provide public services. 

^ The objective ot irrigation is to provide and increase food supplies and 
industrial crops. The object of a supply of power, so far as the State is 
concerned, is mainly industrial development. Both are public services, and 
the prices charged should be liased on the 'hare return’. Both are suitable 
media of taxation subject to the economic limit, but in the cases of new 
irrigation works and of power supply tlie economic liinit of taxation is low. 
As regards irrigation, please see my separate note on this. As regards 
power, the first essential for industrial development is cheai) power, and any 
considerable taxation would defeat the object in view. 

Q, 15. — As regards old works in this Presidency, e.g., the Godavari and 
Kistna delta systems, the water-rate iiroper, or the portion of assessment 
representing water-rate, may be taken as based on 'bare return’ and there- 
fore correct on the average, but the taxation element is very low in view of 
existing economic conditions. The charges are still based on the economic 
conditions of many years ago. The system is a compounded assessment for 
registered wet lands and a water-rate for casual or unguaranteed irrigation. 
As regards new works, the 'bare return’ is approaching the economic limit 
in this presidency (see my separate note on water-rates). 

As regards the systems suggested, I consider the correct system is the 
'hai’e return’ (working expenses phis interest on ca-xiital) as the water-rate, 
and a taxation charge, recovered as an addition to land revenue. I am 
strongly in favour of charging by volume. Selling the water by auction 
would be impossible in this Presidency, and I fail to see how it could be 
done elsewhere as a general practice. 

Q. le, — There can be no doubt that the State is entitled to tax the 
increase in values. Tin’s would be a betterment tax, but the option might 
be given of compounding. Such compouiiding fees should be applied to the 
reduction of capitalization of the project. The objection to compounding 
taxati6n is the same as the objection to permanent settlement. It precludes 
the State from taking its legitimate share in the increased prosperity of the 
individual resulting from improved economic conditions. 


Note ox Water-rates. 

Demi-official from V. Pamakrishxa, Esq., Under Secretary to Government, 
Revenue Department, to P. Hawkixs, Esq., a.c.h., m.i.c.e., Chief 
Engineer and Joint Secretary to Government, Public Works Depart- 
ment (Irrigation), dated the 8th April 1925, No. 1301 B/25-2. 

I am to enclose for your perusal a note on the principles for the levy 
of water-rates in the provinces of the Punjab, the Central Provinces and 
Bihar and Orissa received from the President of the Taxation Enquiry Com- 
mittee and a note by the Cliief Engineer of the United Provinces "on the 
irrigation system in force in that province. It is reported that the 
Committee have not so far found that the Government of any x>rovince have 
a defined policy on the subject. I am to request you to go through the 
enclosed papers and to see whether yon can help the Committee in arriving 
at a more definite policy on the subject. The Committee will stay in Madras 
from the 20tlx to 26th April 1925. 
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Ex-closukes 

Note on the princiiilcs for the Jcvtj of inifcr-nifcs. 
me following principles emerge from the evickmcc of the witnesses-- 

2. liiat tlie rates slioiild be uniform. 

4. That the charge should vary with the crop in order— 

(a) to enable the ryot to pay most when he has mu,t ioonoy. and 

(b) to take for the Govornineiit a share of special profits. 

6. That the rates should bo varied periodically with reference io pricea. 

seasons crops *cau"te' grauVwithoiit^ protective uud in good 

secure agroiments for f term of ^ procedure iollowed is to 

measure of insurance both L tlL ^ " 

tliem at a lower rate firm + tii.inciit ,.nd the j-yot. and <.'luu‘p:e 

supply to the latter is not guaranteed!^ " 

to a^fXu^cfclasrnutii’^^^^ hf'" ‘i“’ 

tap to the highest point possible sfort of causing” tJmtefe^rbrrefS!"^ 

( 2 ) 

A^ote Oil the syuem- of irngatioti in forr,- ;» rn:r-.- n 

coi^pared- with tint in thn ndjuinhin innfhwf In" tlJ°riinf^ 

United I* voxfinccii, 

rt/rSo^fi’si “is’SioliS;' E„“iS“Si,ffii*s lirs 'r s 

of the canal the country was barren wn^tA r nitrocluction 

K Sr.* 

Sir; isr s 

111 this area the vast amount of the land is sown with whe'd- littu 
sugarcane is grown and rice is not sown at all The onK 1 

the irrigation officer is to see that each unit of area ''ets iti fair shaii°of 
water. _ To do_ this modules are used to a great extent^ which m-eveiH +I?o 
energetic cultivator from stealing more than his fair 'share of water by 
digging a deep channel iiclow the outlet and thereby increasing the Jiead, 

On. the estern Jumna, Sirliind and older canals of the province the 
system of irrigation is someiThat different owing to the fact that rainfall is 
greater and spring level is high and it would he impossible to o*ive tJio same 
intensity of irrigation without watei’-logging the country. The systenl is 
therefore practically the same as on the canals in the adjoining area in the 
United Irovmces where -well-irrigation to a large extent takes the nlace nf 
canal-irngation. This will be described later. " ^ 

Bihar and Orissa,-~-In Biliar and Orissa the system of irrin^ition is 
entu'ely difterent from that ni the Punjab. Here groat rivers lilm the 
running olf_ the rocky hills of Baghelkand imd Chota Nugpiu-' givcf enormous 
discharges m the rams the supply diminishing to a trickle at tlic end of 
the cold weather, there being no assured supplies for rahi and ample water 

J’mS to^mhA the _ great crop of the country and little attention 

is paid to others as far as irrigation is ooncomed. Thus, over 80 per cent 




of tl^e total area irrigated eadi year is under rice, as against 8 ner cent In 
+!'nn ProMJicoy. ilie country is divided into blocks for rice cultiva- 

tWso wfrb assured supply to 

these block.^ for 12, / or o years as the ease may be. Water is also giTCn on 

application ior one year only, but then the rates are considerably higher. 

!jrbe canal officer’s chief duty is to see that water is not taken beyond 
the limits of each block, aiid if it is so taken, higher rates for this outeide 


in the United Provinces. " ° 

Ceiiti'ul P'i'ovi/i CCS. Irrigation in the Central Provinces is in its infancy; 
the average area irrigated for the past five years has only been 427,0*00 
acres. Over 96 per cent of this area is rice irrigation, and so there is 
practically no other crop irrigated. 

The canals are nearly all ted from storage reservoirs and the country is 
soinewliat similar to .Buiidelkband, but there does not appear to be tlie same 
difficulty over the soil factor, which will be explained, later in connection 
with storage works in these iiroviiices. 

Irrigation is developing very slowly and Government is doing all in its 
power to demonstrate the value of canal water. The people are backward, 
belonging for most part^ to the aboriginal tribes of Central India. It was 
found that at ordinary irrigation rates tlxe cultivators put off taking canal 
water till it was too late to supply all the water required in the time 
available. 

Ill order to induce iieopie to take water freely, the irrigation rate has?, 
been reduced considerably for those who will agree to pay rates on the whole 
rice area which can be irrigated every year. In these agreement areas the 
main conditions of agreement are — 

(a) Villages under agreement pay for irrigation in ail years whether 
water is required or not. 

(b) Payment is made by the occupiers of the ivhole rice area under 
command in so far as it is cultivated with rice. 

(c) In the event of crops of a certain standard not being obtained, 
Government grants remissions of water-rate in the area concerned. 

(d) Agreement areas get first claim on the wuiter available, and no 
W'ater is given elsewhere- unless this can be done -without detriment to the 
area under agreement. 

Agreements arc coivfmed almost exclusively to rice; there are only tivo 
small areas where they are in force for nihi; rice chaks do not vaiy 
year to year and therefore leases and agreements are possible, xlil other 
irrigation changes with tlie rotation of crops; an owner may grow crops 
wdiich need ivater one j'ear and not tlie next, and so agreements are out of 
the question. 

People having entered into agreements take ivater freely and do not 
ivait till the last moment wbeii it is too late to save their crop. Government 
also* gets an assured rei-enue every year, but this revenue is very low since 
agreement rates are generally about half the normal rates. 

United pTOvinccs . — The irrigation problems in the United Provinces are 
much inoi-e varied than in any of the surrounding provinces. There are 
three distinct tracts, each difi'ering entirelj^ from others. To the north 
there is the submontane tract of Roliilkliand wdiere the rainfall varies from, 
60 inches do-wn to 35 inches a year and spring level is rarely more than. 
10 feet beloiv the ground. Here the canals are fed by numerous small tarai 
streams and tBe supxilies are very precarious. There are large rice chaks as 
in Bihar interspersed wuth high lands on which rahi and sugarcaiio are 
grown. It is impossible to enter into long leases since supplies are pre- 
carious, but rice irrigation is done by chah as in Bihar. The peop'^e put 
in apjdieations, and if they take ivater they jiay for the -whole chak, since 
once the canal outlet is opened the water flows from field to field down the 
whole depression forming the chah, and it is impossible to say that one field has 
got canal water and not another. In the rabi season tbe higber grounds in 
thi>s area rarely require more than one watering to bring the crops to maturity. 
For this reason the irrigation rates are very loiv in Koliilldiancl. 
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Tlieii there is the main tract of irrigation iji the Gauges-Jiuru 
which coiita'.ns over 80 per cent of the uTigati(ni in the pruxiiitc 
the rainfall varies from 25 to 35 inches a year and the demand I’tn- 
keen. Every kind of crop is grown, principally wheat, cotton, sv 
rice and peas; each requires its own varying aoioiinb of water, an 
where irrigation has to bo given sparingly, because spring level 
high and supplies are none too plentiful. Many sjnaii douJ^s whk 
have been glad of water have had to he omitted; tlie remaiuder 
given water for about 35 to do per cent of tlie land aciiudl 
command; the rest must get irrigation from wells or gi’ow crops 
gram and arhar which often do not need irrigation at all. 

Irrigation rates in this main tract are higher tliaii clsewhe 
country is vory rich, the demand for water keen and the people 
afford to pay. 

The country is not uniform as in the canal colonies of the Piiiijah, 
fore the size of outlet can be fixed, it is necesbai'y to consider the clas; 
and the amount of existing well irrigation. It has been the ])i'aciic 
past to fix a nuixiinum percentage to lie irrigated fi’oin all som 
deduct from this the percentage of exisf.ng weil-irrigatioii wliitdi 
to continue to be ii-rigated from wells, by ]*easoii of its cl stance 1 
canal or village water course, and canal water is then given for 
mainder. The area to Isc irrigated by each caind outlet is Hi us 
i)iib before the size of the out let can Jjc fixed, il is nceo^ary to d 
future running of the channel, it has been found iliat wlion sup| 
limited — as they almost always are in ilio rahi season — it is nob 
policy to run short supplies in every channel; for then there are ab 
losses in every mile. Main lines only are run constantly, while th 
butaries off these are run with full discharge every scimiid week, a 
losses are reduced and there is more water for the cultivator. Wlie 
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If these came, the couiiti’y was saved; otherwise there was disaster where 
there were light soils, though probably the retentive black soils once given 
a good soaking yielded a fair crop. ^ This policy leads to many complaints 
from the ciikivators of the light soils who are the regular customers for 
canal water in normal years. Of late years, therefore, it has been tJie 
practice to liold up at least 40 per cent of the wnater stored and make sure 
of maturing as much as possible of the crop of these people who support 
the canals in the years of plenty. 

Except on a few of the new canals, irrigation is not so backward as in 
the Central Provinces, and there seems no reason to introduce the agreement 
system since the people would only come under such a sj^steni if the rates 
were reduced considerably; and as in most of the canals the available 
water stored is iitiiiisod during the rahi season, any system which would 
reduce the rates uould nor be a xntyiJ^g proposition. 

It is very clilferent in tlie Central Provinces where Goveriiment has to 
do all in their power to induce the cultivators to take water for rice since 
they do not require it later for rahi. An interesting exx3e]*iment was tried 
in one canal division to induce the people to take uuiter for black cotton 
soil (Mar) during rains; for three years watei“ was given free, but the peox^ie 
did iiot avail themselves of this privilege, and the maximum area so irri- 
gated in any one year was oidy 5,000 acres. Tliis shows how iinx^ossihle it 
would be to introduce the agi'ecuient system for Icharif in Bundelkhand. 
If the X-^^'opIe want water they will j^ay full rates, if they do not want it 
they will not take it even if given free. 

It may he noted here that a contract system for selling water at outlet 
head, a lujup suni^ being paid according to the size of outlet was tried for 
ten years from 1862 to 1872 on the eastern Jumna canal, but it failed 
absolutely, l)eeaiise the cultivators were unable to distribute the water fairly, 
nor could they agree among themselvcKS as to the share which each should 
pay. 

The pi'esent system in force in the United Provinces is tlie result of long 
years of experience. Coinmittees have sat on one subject or another and 
experiments have been tried, hut always it has been foxind best to distribute 
the water available as fairly as possible x^lien the cultivators require it and 
only ask them to pay on the area which^ actually gets water and not even 
tlien unless the c*rox'> i^ )>rought to maturity. 


Wote "by tlie CMef Engineer for IrjjigatiOHj, Madras, 

Water-iutes. 

(See also my rex^lies to the questionnaire.) 

1. (a) The land revenue and water-rates should })e sepai-ated. 

(h) The land revenue only should be considered as i‘epj*esenting the 
Rtate^s share of the pi’odnce, i.e., as pure taxation; all the factors whicli 
vary tlie productivity or value of the land — apart fi-om the x^i'lce of water 
for irrigation — should be assessed in fixing the rates per acre under this 
head. Such factors would he classification of soil, availability of water- 
su])p!y and (‘lass of source, etc. 

(c) The land revenue should he assessed under three heads: (i) The 
land tax j)ro])er — corresponding to the hlry rate,’ (ii) a surcharge assessed 
on the Imsis of availability of water and class of source, and (iii) in the 
case of protective works or lands which take water only in unfavourable 
seasons, an bnsuraiice fee’. 

Items (ii) and (iii) would include what is now sometimes known as a 
‘betterment fee’ and the ‘share of land revenue’, and should be creditekl to 
irrigation funds. The whole of the taxation under (e) should he recoverable 
as arrears of land revenue. 

(d) The ‘water-rate’ should be a price for the water, fixed by the 
cost of production. This would he recoverable under agreement. A clause 
has been included in the ISIadras Irrigation Bill making such agreements 
run with the land and ])inding on heirs and assigns. 

2. Under tliis system, even supposing the ryots declined to txike tlie 

water when it was available, they would still have to pay a tax for the 

facility offered, but such a contingency is unknown in tin's Presidency in 

cases 'where the soil is suitable foi' wet ciiltivatioii. 
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B. Tlie items under (r) in i)aragraph 1 are legitimate^ forms of taxation 
and can consistently be fixed in common with other forms of taxation. 
Item (d) however is tho price of a coiimiodily. Ordinaril\j the position is 
that the commodity can be produced or made availabie at a certain cost on 
whieii tlio price is based. The pr ce is. in fact, determined by the (‘ 0 >t of 
production^ and if the consumer cannot or will not pay this price, the 
necessary works cannot bo constructed, and theretore lie cannot have tho 
water. It appears illogical and is also inconvenieut to treat the jii'ico of a 
cominodity, which is already automatically determined hy the cost of pro- 
duction, as taxation, and therefore subject to arbitimry 3nodili cation. 

4. To make the water-rates uniform, ii*respective of tho actual cost of 
the water, as suggested by the Punjab, v, tmld be ineoufristoni with tho 
above principle, but on a setllemont or re-elilement of laud I’evenue, tho 
availability of a relatively cbea]) or expensive snpjjly of water sliouid be 
taken into account in assessing tho sureliarge — fr) (ii), [jaragra})h 1. In 
other words, the tax claimed by the Stale should be projiort ionately greater 
where the supply of water is cheap, aJid less v here it expeiisiver This 
is in accordance with tlie pi-inoiple that taxation should be proportionate 
to the net profits or taxable capacity, regai-diug the land revenue as 
analogous to iucome-tax, or hii])posing the land revenue be regarded as 
‘reutb it is consistent to vary the b*eub’ in Jiix-ordauco with the facilities 
olferecl. 

5. The Punjab proposes that tlie water-rate :-hou!c! vary (a) with the crop 
and (h) periodically witli reference to prices. In accordance with the 
principles stated above, tho^ A^atei-raie .sliniild l.te reduced only when the 
supply ot water available is insuffieienl bjr the crop, i.e., when tlio contract 
is not fulfilled. II the need for remi.ssi<m arises from any cither cause, tho 
remission should properly he e.Tected under the haul rewuiue head (e) (i), 
paragraph 1. 

Variations of wator-rates with referenco to prices would be difficult 
to effect equitably, apart from being ('ontrary to ibe foregoing principles. 
Ordinarily, when the prices of produce riso the cost of hibour also rises. Tho 
proposal practicality moans treating tho vater-rales on tlie lines of a tax 
on profits, or income-tax. Tf this factor vrere !n ho taken into account, it 
should be provided for under the laud revenue head (r) (i), paragraph 1, 
or by introducing a fourth sub-head into the land i-evenue — paragraph 
1 (r)---which would he practically an income-tax sub-head. I think there 
would be considerablo difficulty in carrying out the proposal, though it 
coin r ® principle. It is very desirable to avoid tmnecessarv 

6. The Punjab suggests that irrigation should be treated as a whole, 

pronts on the more favourably situated schemes going to make good the 
loss on others, i.e., pooling the proceeds. This would apparently involve 
the complete separation of irrigation finance, as has been done in the 
case ol railways ; I should he fully in favour of this arrangement This 

pooling system has very much to recommencl it. With selflcoiitainod 

hiiances apart trmn general revenues, pooled profits, and a .splf-cnntainod 

riTHm enoeh*: ^orhs, wo should bo in a position to 

mil the coneeni on Im.siiiess lines and adumii.stor irrigation finance in the 
way siigge.sted hy tho Pm, ah. Thi,s would .mean that wo confd do^he n 

worpr^ ThB^r tlirect to the service of loans for new irrigation 

voiks. Ihe fact that we are making, sav, 16 ner cent an aha 
is not at present held to justify the construction of iuiotlier projkt which 
will barely cover the service of the loan. In the financial vear lOSfi-sT 
the net return on productive’ works, after deducting nmintenanee ‘iini 
working eximnscs including establishment, and interest on loans was lo'fo 
per cent. Plio corresponding figure for ‘productive’ and ‘non-prodnctiTO'’ 
works together was .5.5)1 per cent, but the profits are credited to tlie 
general revenue.s and evor.v new project has financiallv to jn.stifv itself in 
depondently. Tn tins Presidency the cheaper sources 'of .snpplv have been 
^hausted and future works of any importance must bo storage' works some 
of them ‘protective’ works, and as irrig.ation receives altogether inadkam’o 
of i-eoeipts. it will not be easv to jiS fv soma 

?L P "r fi'ta'icial basis. But under the .sv.stem p'lpposed bv 

I ■]}■ I .liye interpreted it correctlv. the profits which would be 

credited to the irrigation ‘pool’ would have to ho dediTcted f -on the 
■ i-eveMes, and if general revenues could not afford to fiiianco imw 

. works under the present system they could not afford ‘this c?oduo?ion. 
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7. Tlie Punjab proi^oses tliat the rates should be iiniforiu. This again 
practically means a pooling of costs, the cheaper 'works in eifect pajung 
part of the cost of the more expensive ones. Assuming that this would 
apply only to the actual vrater-ra.te [see paragraph 1 (d)'] there w^ould b© 
many advantages, but in any case it could not possibly apply to the older 
woxks; e.g., treating the siuijor works as a single concern, it would perhaps 
be fair to increase the w%ater-rates in the Gk>davari and Kistna deltas and 
reduce the Bs. 15 rate fixed for the recently sauctioiied Cauvery-Mettur 
Project, blit the general oppositioir to such a scheme would, I think, be 
too strong. 

8. The Central Provinces deals with protective works. This class of 
work will be of great importance in this Presidency in the immediate future, 
since t\yo out of the five large projects in vieiv are of this type. The 
system in view in this Presidency, as in the Central Provinces, is that of 
agreements; but ivbereas hi the Centi'al Provinces the agreements are for 
a term of years, in this Presidency they wnll be, under the xu'ovisioiis of 
the Madras Irrigation Bill (see section 58), in i)eri>etuity. 

9. 1 agree ivith the Central Provinces xirinciiilc that ryots w’ho make 
a contract should imy le^s than ryots ivho take water only on demand, 
1 consider however that In the case of all projects all cultivable lands which 
are eomnumded and included in the ayacut should pay the full assessed 
taxes under all three sections of the land revenue head — jiaragraph 1 (r) — 
whether they take water or not. ^ The principle of compulsory payment of 
rates or taxes in return for amenities rendered available to the community 
by the local authorities or by the State is an established ijrincijjle of 
taxation, and I fail to see why it should not he applied to irrigation 
faeiUties, The charge for winter — paragraph 1 (d ) — should then be re- 
covered from those wdio iise the w'ater, either under agreement or on demand. 
In eases \vhere /demand’ supply is not guaranteed, the ^insurance rate’ — 
section (lii) of the land revenue head, paragraph 1 (c)— should not be levied 
but the w’ater-rato should he higher, as in the Central Provinces. The 
landowmers should also be encouraged to compound part of the water-rate 
by payment of a lump sum per acre wdiich wmuld be credited to the capital 
account of the project. 

10. The note by the Chief Engineer for Irrigation, United Provinces, 
deals with a number of irrigation details. I am not sure to w’hat extent 
information of this kind is required by the Taxation Encjiiiry Committee; 
so 1 am not giving details of this kind. With regard to distriW-ion and 
methods of diarging for w^ater, thei’e is, however, one point wdiich I regard 
as of great importance — the principle of payment on measurement of w^ater 
instead of x>Cir acre. This has been considex'ed on one or tw’o occasions in 
this Presidency — not very seriously pejdiaps, on account of the difficulties 
which would have to be surmoiinled.^ T am personally convinced that this 
is the ideal systein. 1 am not pessimistic as to the difficulties in the way — 
they are iriainly factors which at present impose difficulties in connection 
wu'tli certaiii other administrative reforms. I do not suggest that the change 
could bo effected at once in existing irrigation systems, though I consider 
the systein could be started under new’ projects. In any case, the acceptance 
ot a principle as an o]>jective is half w%ny to practical accomplishment. 

11. In theory, payjueut for waiter is even now' by quantity. The charge 
IS levied at a fixed sum per acre. The supply is calculated at a certain duty 
so on the average the charge is for so mneh water jper acre. The dis- 
ac vantage or the present system is that there is no inducement to economy 

provided 
can ■ get ; 
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take too muesli and tnose low'er dow'ii frequentlv suffer. The excess water has 
to he removed by expensive drains. The soirbecomes waier-iogged and the 
deleteriotis effect of tln.s on the soil is cumulative. 

12. Tn the conditiou.s obtaining in this Presidencr, the question of 
economy of water is of predominating importance. The cheaper sources 
of .supply are practically exhausted. The much larger souree.s still available 
involve expensive storage 'rorks. The Godavari and Kistna direct-flow 
system-s can supply water at Es. 5 per acre and pay a return of 17 and Ifi 
per cent. The Cauyery-Mettiir Storage Project with a water-rate of Rs 
per acre w.l only just cover the service of the loan. Yet, we have arge 
areas available for extensions of irrigation by direct flow at small cost 
but cannot extend because existing irrigation is working at duties as low 
as 20 acres per ciisec instead of 70. In the case of existing irrigation it fe 
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extremely difficult at present to effect either a compulsory or voluntary 
i*ecluction of the supply to improve the duties. The only fact which im« 
presses the ryot is that he pays the same and gets less Under the 

new [rrigatioii Bill it will probably be imx>ossil)le to imi}rove duties %vltli 
tlie present system in operation. This waste of water involves a very 
serious loss of revenue which escapes notice, only because unfortunately it 
does not a|)|.)ear in the accounts. It also causes a serious reduction in 
ouli)Ut of crops as compared with the possi hi ii tiers. 

IT. The outstanding difficulty in the way of sale of water ])y measure- 
ment is the difficulty in getting the ryots to co-operate and work together, 
and lack of co-openition is effective ])eciiuse of tlie siil)divisioii of the land 
into sniall holdings, ^ each ol tvhich has to be supx>lied sej)arately. I1ie 
resulting nuiltiplicution ol small pipe sluices is an added cause of extra- 
vagance and diffietilty. An incidental difficulty is the haphazard and 
irregular arrangement ol the holdings as comx^ared, for instance, with the 
i Linpxl) canal colonies, wliere the designers were unfettered by existiim- 
conditions. ' • “ , ■ ' ' ■■ , 

^ A second difficulty is iiihereiit in tlie system of continuous tlo^v. Under 
this system it is in practice uiucli more difficult to maintain a uniform 
certain seasons. (This difficulty is less ap}>aront under a storage 
system.) pie system was introduced some years ago in tlie Godavari and 
Kistna deltas, mainly with a view to render the suxiplies more automatic 
and less dependent upon the subordinate staff’, bat f doubt whether the 
change has made any marked difference in that revpect, and [ do not consider 
ID eithm* economical or efficient. fn practice it lias iindouhtedlv Di*oved 
imsatistactorv. * i 

The third difficulty which luis been put forward is tlie cost of suitable 
modules and the loss of head involved in the use of a module. 

14. As a means of ultimately reaching the ideal of payment for water bv 
measurement, 1 would adopt the following scheme as a tentative and 
intermediate stage: — 

(«) Select suitaiile areas for the exjieriment. 

(h) Group the lioldings under a suitable distributary. 

(c) Allow through the distrihutary head sluice a hiormaP disehargs 
at a very high duty. ^ 

For this supply a TiormaT water-rate per acre would be charged, this rate 
being considerably below the average in adjoining areas. Water in addition 
to. the 'normal’ supply would be given on application. All excess water so 
supplied would be charged extra at say, three times the hiormaP rate per 
cusec (based on the hiormaP duty). This extra charge would be distributed 
over the anacuf on an acerage basis. The alternative method, which wmuid 
possibly ajipeal more to the ryot, would lie to tix the hiormal’ duty 
somewhat loiv, with a relatively high water-rate, and allow a rebate on water 
saved instead of a surcharge on extra water used. The third method which 
would probably he the best would ho a combination of the first two, fixing 
a suitable duty and allowing a rebate on savings and making a surcharge 
on excess. 

15. This system^ would require su])erv!sion by reliable staff and .should he 
tried in the first instance in suitable areas as an exxieriment, jireforably 
under a new prajoct such as the Cauvery-Mottur. Tlie staff should assist 
in tlie distribution amongst the ryots concerned, aided by the Agricultural 
B*eparfcment. Tt would he necessary to exj:)laiii the system clearly to the 
ryots, and the publication of successful results would tend to popularize 
the system. As a result of personal inquiries, T believe a system of this 
kind would bo favourably received by the ryots and that it would tend to 
encourage co-operation.^ T can find no insuperable difficulty in applying tliis 
system, and it could be developed gradually into a complete svstem of 
payment on measurement. 


, Mv. HawMns g^ave oral evidence as follows : — 

^he President. Q. — You are tlie Chief Engineer for Irrigation? 

A. -‘"Yes* 

Q.— You are also in charge of the hvdro-electrjc sni’vey? 

A.-^-Yes, ^ 
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'Di\ liijder, Q. — You divide the conmiercial or {ieiiii-commerciai micior- 
takings into four classes, and you are specially interested in item No. (1) 
which includes ]>osts and telegraphs, irrigation and State-owned hydro- 
electric undertakings. You have given a vei-y clear statement, but I should 
like to ask you a preliminary question. You say, ''All these services, 
however, contribute directly to the commercial and industrial development 
and prospej-ity of the country, and the economic limit to taxation is the 
point at which this development would be adversely affected. Subject to 
these limits, the 'tax’ or charge in excess of the 'bare return’ as in tlm 
case of any other form of taxation, should be dictated ])y tlie financial 
pquirements of the State”. Why don’t you apply the same principle to 
irrigation ? 

^ A.— I' do. ■ 

Q. — You would not charge these itejns under item (1). But you would 
charge the bare cost of water? 

A. — I would charge the bare (;osb of water as water-rate and then I would 
treat what 1 call taxation separately altogether. 

Q. — That is why I ask you, when you apply one principle to tliese 
industrial development schemes, wliat is the reason for your excluding 
irrigation from it? You subject lands which you irrigate to taxation. 
You would not do that with regard to industrial schemes. Why? 

A. — In the case of agriculture, if we i-egard this as an industry it is 
the industry which is taxed in the form of land revenue. I would vary 
the ‘tax’ with the facilities, one of which is the supply of water for irriga- 
tion. I would not, however, impose a direct tax on the supply of water. 
The taxation side of irrigation I treat as part of land revenue. 
Similarly iii the case of a Government supply of power the industry which 
it serves pays income-tax on prohts. The soux'ce of revenue would lie in- 
creased by the development of industry resulting from a supply of cheap 
power. I do not see any advantage in taxing the i>owor separately and 
thus in effect putting up the lu-ice of the power and discouraging its use. 

Q. — I quite agree with you that the first requisite is cheap power. That 
means you are giving a subsidy to the undertakings if you supply power 
at the cost price. Why don’t you apply the same principle to irrigation? 

Dr. Faranjpije. Q. — You charge for water at the cost price and you 
take a share of the ixrofits in the land revenue. In the ease of power 
the same principle would be followed by charging it at cost price ])lus a 
tax on the profits made l>y tlie industrial concerns? 

A. — You mean x^^'offts made by the user of the power. That is what 
I mean. The tax on x>rofit is recovered in the ordinary form of income-tax. 

Q, — Xf Government gives cheap power to industrial undertakings, the 
Government might make it a condition that any profits made over and above 
a particular iiercentage will be shared by the Govern inent. 

— X think that is done even now. Does it not come under a separate 
head in the income-tax returns? 

Q. — No. Wlien a concern uses the cheap powei*, Government might 
say 6 per cent will go to the commercial undertaking and the remaining 
profit will he shaix'd by both of ns. 

A. — I think it is a very difficult thing to do. 

The Fresidejit. Q. — You are drawing a distinebion between the big 
profits made under irrigation and the small x^rofits niider industrial concerns. 
Supposing they are ])oth the same making the same x^rofit, will you still 
draw a distinction? 

A, — I do not draw any distinction in principle. 

Q, — What you are doing in each case is that you are charging for the 
commodity at its Ixare cost. After that you leave it in one "ease to the 
oixeration of land revenue and in the other to the operation of the income-tax. 

A. — Yes. 

Sir Fare}/ Thompson. Q. — Aly difficulty is this. I do not think irrigation 
and x>ower are the same thing. For this reason, that anybody can take the 
power, and in that case you do not select the- beneficiaries. But in the case 
of irrigation, you have to select the beneficiaries. If you let a man have 
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the water at the eoht price, \oii arc* j^iving fjiiu a Ing iiUTemeiit, but yoil 

are going to take only the hare ('ost oF watei*. f do not (|nito .see why 

liiese soleetec.1 people should get off vrith the hare e(i,st of water. 

A.— Tn all eases we should ehurge the hare cost oi‘ water, hut what 
{ would call the taxation side, Uiat ir, to say. th(‘ share of the. ])roducc'i, should 
he kept altogether separate. It can he fixed on a taxation basis. In the 
case of pow’cr and water alike, only tlio.se wlio are within reach of it- 
and whose partieiilav industrial pnrsnils enable iiiein to u^e it can take 
advantage of it. 

I))\ Ilyder, Q. — ^^Thy don’t you charge your water-rate on the priuei|.>Ie 
of what the traliic would bear? 

A. — Take a concrete example. We have just .si aided the IMettin* project. 
We liavo based the water-rates upon the acinal (*e.si of the water. There 

luis been a good deal of discussion over thi.-s matter. We have had to 

push the rates ii]) to Rs. To an acre. There is another ]>laee ivliere the 
local people want to have irrigation ’ixny badly. There w’e ivorked out a 
scheme, and we have come to the conclitsion that W'e cannot do it for 
anything ie.ss than Rs. 28 an acre. 

Q.— 'You say the people are willing to pay Hs. lo an acre? 

. , A.—Yes. 

Q. — Then it seems to me ihal IN. lb is nearer tlie correct water-rale? 

A. — AYs. i am all in fa\onr of piishing up the waicr-raies wliere they 
are low. I have always considered that the waler-i'jdes under the Kistua 
and Godavari st‘heiiics ai’o absurdly low. ihit wbere such an iiicTeuse 
over the actual cost of the water is madcj it becomes taxation, and should 
bo dealt wdth under land revenue. 

Q.— Sir Percy Thonip.son has just no\v said that in tlie case of power 
anybody could take it but in the ease of irrigation, it is u.sed only by some 
people. Don’t you think the real fact of tlie matter is this. Tlie number 
of people who take water is much greater than the people ivho would 
take any pow'cr that you supply. If you give (‘Jieap power to the people 
you wdll be benefiting only few people who can ailord to take the power, 
but if you give \vater at the cost price, .surely, you will ]>e conferring a 
lienefit on many people from whom you take money. In the ca.se of power, 
the benefit will be only for a feiv iieople, bub in the case of irrigation the 
benefit wdll extend to the large majority of the people, 

A. — I do not think I can accept this statement. I am taking a much 
wdder view^ in this case, that i.s, promoting the prosperity of the country 
as a whole. 

Q.— Considering that land is your first as.set, don’t you think that the 
benefits of your irrigation scheme would be enjoyed by 'greater number of 
people — almost all of wdioni are poor — than the benefits of your power scheme 
wdiicli would be enjoyed only by very feiv people wdio would be relatively 
smaller in number than the agriculturists? 

A.— I would not accept the theory that the power w^ould benefit only a 

very few' people. 1 think in the long run it %voukl benefit a very large 

number of people.^ By the mipply of power, you wdll have increase of employ- 
niout and you wdll have increa.sed pro.sj)erity due to the improvement of 
industrial concerns. 

Q. I wdll ask you if the figures under the agricultural employment %vill 
be less, greater or equal to the increase in the industrial eniployinent, 

c;onsidering the fact that the land wfill alw-ays remain as an asset in this 

Pro.sidency. 

^ A.— I agree entirely with you that agriculture w'ill remain the staple 

industry. ^ 

T/c ^ io your note on wnitor»rates. You say, 'dA second 

dilficulty IS inherent in the system of continuou.s flowv Under this system 
it IS in i>ractice much more difficult to maintain a tnnTorm supply at certain 
seasons . You mean continuous fiow^ from a river or a canal? 

A, — mean a canal. 

it not much mom difficult to get a continuous flow of W'ater under 
canals than in the case of rivers? 

A. It is not a point in wdiicli ail tlie iiTjgation engineers agree 

ifSi'fcur of turns."’ and 


Q, — Then you u'ould like tiio iutrodiiction of the system of giving water 
by volume? 

A. — Yes, I am vei'y strongly iii favour of it. 

Q. — What practical ^uggestioji would you like to make in this 
connection ? 

A. — I would try to select suitable areas for experiments. 

Q.~™Then there are two difficulties, that is, holdings are scattered and 
that they are too niaiiy. To whom would j’^oii give this water, to the 
people of certain villages or areas? 

A. — We shall have to introduce the system A\it]i great caution. Our 
aim should he to get the co-operation of the people as far as possil)le. Iso 
doubt it is a very difficult problem. 

Q. — Would you entrust it to panchayats? 

A. — Certainly, if we have good pancluiyats, \ wouhl give it tu them. 

Q, — I imderstaud you Iiave in tliis Presidency panchayats much more 
developed than elsewlierc, so there won’t he any difficulty. 

A. — I should not say the panchayat system luis been an outstanding 
success so far, l,>ut 1 thijik wc could try these panchayats for co-operative 
distrihution. 

The Frestdent. Q. — J think you are speaking of water-rates paneiiayals. 

A.— YYs, 1 am speaking of irrigation panehayats. 

l>r. Famnjpifc. Q. — Mave you got any tank panchayats as they have 
in Mj^sore? 

A. — I don’t think we have them here. 

Q, — Do you think it would he successful? 

A. — Yes, I think it might he snccessful. I have already proposed 
these panchayats in some cases, 

JDr. Hi/der, Q. — ^^Vhere you liave tanks, could ^‘ou not iivtrodnee this 
measure ? 

A. — I do not know whether it is possible in all the places. I have not 
considered this matter from the point of viev/ of tank irrigation generally, 
but I have considered only from the point of view of channel irrigation. 

The President, — Y'ou have actually a provision in the Irrigation Bid 
for both the panchayats and unions. 

iJr. Ilyder, Q. — I should like to refer yoii to the Q. 16. You saj^: 
‘‘There can be no doubt that the State is entitled to tax the increase in 
values. This would be a betterment tax, but the option might be gi^ eii of 
compounding, vSucli compounding fees should be applied to the I'eduction 
of caiiitalization of the project”. The point that occurs to my mind is this. 
There would be these charges for the ryots to pay. First, there would he 
the water-rate which would correspond according to your view to the bare 
cost of supplying water; then you will have land revenue, and on the top 
of tlie land revenue you will have a surcharge which will vary according 
to the reliability of the water, Suiely when you have made allowances for 
these things, do you think there woiilcl be much left for the man to pay any 
tax 0,11 the increase in values? 

A. — I am afraid this is a point which I have not made clear enough. 
My whole idea is that we should charge for water practically at the cost jirice. 
But one fact may be urged against this, that in^ soine cases of prospective 
new irrigation we have nearly reached the economic limit in this Presidency. 
Therefore what I meant was this, that we require a great deal of extension 
of irrigation to-day. We have a number of projects in view. We find our- 
selves in the position that we cannot make the water available exccqit at 
very high prices. My whole meaning was that we should charge for the 
actual cost of water, simply because, if we charge more, it would go beyond 
the economic limit of the peoi^le. We should, therefore, charge what the 
water costs. Well then, if in any particular case the cost of water is 
below the economic limit, it is open to the vState to impose any furtliei* 
taxation. In one place, the water costs Its. 15 and therefore we would 
charge Us. 15. In another place, it costs only Rs. 5 and therefore we 
would chai'ge Rs. 5. But it is open to the State to increase the taxation 




or luiid roveiiiio iii the latter urea on the gi*uniul that the wuier .supply is 
cheaper. There is another reason for that view which I. would iwess 
stronglv. it appears to me most inconvenient ami mo.si illogii*al to treat 
the price oi; irrigation water as a tax. Su])|)osing, Inr in^tanco, in one 
case ilie water costs, say, Hs. lo, to my nhnd it would he foolish to say 
that it^ should he supplied at Its. Id.' Then supposing we can supply 
waiter for Ks. Id find the Legislative t'ouiicil says it slnmld he sup])lied 
only at ITs. 15, it is equally illogical. My whole concept ion is that these 
public seiwdces should be at cost ])rice. it does not matter if it is electric 
pow’er or anything else. It should be supplied at cost price. But it is 
open to the State to tax the industries, agriculture or others, wdiich profit 
l.>y "the .service. .. . 

Q. — ^You would not like the State to make any profits out of these t 

A. — To my mind it is quite legitimate, hut it should he under the 
taxation head. 

Q. — To the ryot it nui tiers very little one way or the otlier. 

A. — It simplifies the matter. I have discussed this question with nuniy 
members of the Legislative Coiineii and they all seeineil to agree with me. 
The moment w^e take this viewy it clarifies' many doubts. 

Q. — Are there many insecure areas in your Presidency tliat are Bulqeet to 
famine? 

A. — Oh yes, very many of them. 

Q.-— In such cases, don’t you think tluit it is the duty of the State to 
supply 'water in the interests of the general good of the' country? 

A. — Yes, I quite agree with that view. 

Q.— 'Was that not the idea with wiiicli the irrigation schemes were 
originally started ? 

A.-~~Yos. 

Q.— My implication is this. The State should take a larger view\ 
because it will be seen that the economic life of the people in this Presidency 
is not veiy secure. You sliould, therefore, agree that the duty of the 
State is to eoustruct these canals and make the life of the people more 
secure. 

A. — Certainly. 

Q.— Even if it costs more, you wdli advocate this policy? 

A.— Yes but there are limits to this. For instance,* we are now 
dealing with one such scheme. I have been endeavouring to w’ork un 
a project in the Ceded districts. I have taken up the Tungahadra storage 
project. The estimate now works out to about 23 crores, which renders 
It in the form originally proposed financially iinpoissible. If that project 
W'ei'e undertaken, it w^ould involve an annual loss of revenue of 73 lakhs 
of rupees. That means the State will have to contribute from the o'enerai 
revenues. 

capital eo.st is 23 crores, and you estimate a deficit of 
/3 lakhs of rupees every year? 

A.— Yes. By tWs the State would have to find 73 lakhs of rupees at the 
cost OI tile general tax-payer. 

_ Q.— Don’t you admit that the general tax-payer in the Madras Presidenev 

18 the agriculturist, who forms 70 per cent of the population? 

The President.— 70 per cent, not of the population, hut of people who 
pay taxation. 

Dv. IIydei\ Q. 1 mean the whole people. 

^ cannot say. I should like to see the statistics before I can 
reply to this question. 

at l^lt tlAnk that the Tungahadra jirojecd would 

at least benefit 5 per cent of the people of this Presidency? 

A. I cannot give you any proportion. 
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]>iit we will liave to ^wof'k iip to that. The whole difEeulty is Jo make the 
nuLst have the co-operation of the people coiieei'iied. 
ir there are large holdings it would he easy, hut if you have sub-division 
ol hokhngs, rt will he very difficult. 

]}i\ Hj/der. Q. — Could you do tliis in the zamindari areas 

A. I think you could make a start. The main advantage is economy in 
the use ot water. If water costs Rs. 25 an acre, we must train our people 
to he economical. 1 can imagine no better wav than to let them pay for the 
actual w’-ater used. 

The President, Q. — If you sell it to the zamindar, he will sell it at a 
profit to tiie ryot? 

A. — Possibly he would. • . 

Q. — That is not a thing that has been provided for in the Irrigation Bill. 

A. — No, it is a point to be considered. 

Z>/\ Paranjpye. Q. — But there are tenancy laws in zamindari areas and 
you can apply those laws presiunahly to the charge for water. 

A. — Possibly. 

Hijder. Q, — You would have the zauiinclar merely as an intermediary 
to collect the water-rates, but tliey will be actually realized with the help 
oi the hariiam and otJier revenue officials. 

A, — The zamindars are entitled to water. 

The President. Q. — You would find that certain number of people claim 
a title to irrigation within a certain lump area and that the total of their 
titles IS more than the total of the lump area. If A is excluded, he .sues and 
gets a decree; then the .zamindar excludes B. who sues and gets a decree 
and so on. 

A. — Yes. 

JDr. Hyder. Q.— 1/ am quite ignorant of the conditions in Madras, but 
aren t your ryots waking up and becoming aware of how much they have 
to pay? ■ .. ■ 

The President, —The trouble is this: You have an area of 100 acres 
and ryots who claim rights to irrigation, the total of which amounts to 
110 acres. The zamindar excludes A who has 10 acres, because the 
you have is 100 acres only. A sues and gets a decree for irrigation. 

^ Dr. Hyder.— They would get tired of going to the law courts and 
ultimately they would come to an agreement since the zamindars’ interests 
and the ryots’ interests are bound up. 

A.~I don’t see any signs of that taking place. As I say, the system 
would be tentative. We shall have to advance slowly and carefiilly. 

The President. Q. — Does the Irrigation Act deal with mamul wet? 

A. — Yes, but it was cut about in Council. 

Sir Percy Thompson. Q. — As I understand it, your scheme for charging 
water-rates is to put on a charge which will cover the bare cost of construction 
and maintenance. 

A. — Yes, with a slight margin for fluctuations. 

CJ.~-Tlien you would allow the State by means of its taxing machinery to 
get anything else out of the beneficiary in accordance with the benefit that 
he' gets? 

A.--Yes. . 

Q. — That may be the best scheme possible, but does it not involve this 
difficulty? Suppose under one scheme you can make a jifrofit on water if you 
charge a water-rate of Rs. 5, under another you cannot make it unless you 
charge a water-rate of Rs. 15. In order to equalize the charge between the 
two sets of people, won’t the State by means of its taxiiig machinery have to 
take the whole Rs. 10 for itself? 

A. — I should think so probably. You will have to pool the taxation. 

Q. — ^Don’t you get the same result by a short-cut if right from the begin- 
ning instead of Rs. 5 you charge Rs. 15 all round, the Rs. 15 being determined 
by wdiat people generally would be willing to pay for the benefit of water? 


area 
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A,— One difficiilty which would be iinavo'dable in is that there is un 
eleuiont of ineonie-tax in it. If one man has very good land and near to 
jnarkots, etc., ho has very great facilities and the sui>i)ly of water he gets is 
woj'tli inore to hint than to another man. Yon must uiiocate your taxation 
accordingly. In effect it is done now in fixing land revenue. At present the 
class of soil, the nearness of water source and other conditions are taken into 
account. Otherwise you would not be allowing any margin for fluctuation of 
amenities. ’ ' 

Dr. FaranjpyG- Q.— -You don’t accept the principle of equality suggested 
by Sir Percy Tliomijson? 

A. — It comes to that, 

Sk Perry Thonrpm}. Q.— I am going to presume that two blocks of land 
arc represented by A and B, both equal in point of facilities for market and 
that both benefit to the same extent if you could put watei' on them Y^ou 
could put water on land A at Bs, 5 and on land B at Es. lo and the 
people on A are perfectly willing to pay Bs. 15, if required. But you only 
charge them lbs, 5. You say you would leave the rates to be squared ui> bv 
the State tax machinery 


Q.^ln oYdi}.r to do that, you would have to charge block A Rs. 10 mor^ 
than the other, jiud I can’t quite see the machinery by which you can get thi 
niie?^ ’ should you not take the short-cut of eharging Rs. 15 as water 

A,— If you do that, you would first of " ' 
water for the project and then assesvs tlie amenities 
sod and so forth, lb would be more difficult t< 

Mettur project wliere the Avater costs Rs. i 
Kistna deltas Avbere wo can sa])plv water 
there by which the water-rates could he 

T/m Zhr,s'idci/f.-— That eould be done und 
I think GoA'ornment have 

Q. — Aren’t yon in 
man Rs. 5 and another Rs, 

(exactly the same water? 

fov iw, *'"* "■ “ “* ”• *». p™ 

Q. — ^What do yon moan by price? 

A.— The actual cost of Avater to Government, 

0.— When you purchase a hat, you don’t pay exactly what it eostc 
man, but you pay its cost profit. 

A.— T am coming back to the princiijle of tlic Slate service. 

l^.— Wluit is the ohjection to the State making a profit? 

T/arr'V'7'^ have discussed these things with a good many members of the 
Legislative Oouncil and .1 have found tliat the moment vou sai thnf +l,f 

a profit, tiiey raise an olijection. CJencraiiv * there is -i 
feeling ol objoction to the .State making profits. “ ' tneio is a 

0.— Isn’t tlmt the very thing modern States are aiming at? I will read 
to you an extract from a pas, sage al.oufc the hydro-electric .°chomes iirfoiWn 
countnes: "In Sweden the revenue, from the intsincss undeXkings 0^110 
State ha.s developed quite as markedly a.s the public revenue as whole 
In 1913 the capital invested amonntecl to 1 020 million's PvmiAPt. ^ 
than two-thirds of the funded State debt: ’the vb d was nC thon‘"^2 

ThHt 'i,s modem^tab 

audiTthdu-aclfee"'' theory 

at titpSZnl 2Sr- 

A, — To a certain extent, I am. 


if all liaA^e to assess the actual cost of 
3, J.e.,,,, the nature of ..the 
^;o do this, /rhiwe' is. the 'Oauvery- 
tke Godavari anti 
\ What inaehinerv m 

raised from Rs. 5 to ..Rs..,15?. 

, . ,, notifkatioiK 

poAA^er to raise the water-rates by notification. 

an extraordinarily illogical po,sition in charging one 
to in exactly the .same kind of nren nn% 


m 


J)i\ P(ira/i]pye.‘--'Vhe eqnaiity of tbe two pieces of land suggested by 
Sir l^eroy Tlioiiipson does not hold good in all respects. One is more favour- 
ably situated in regard to availability for being irrigated, and the other 

■" ■is.'JlOt.": 

The PrcshJenf, Q.—Isn’t that so in the case of new land under Mettur? 

A. — ^Yes. In the Godavari, for instance, the water costs less: there 
is a natural facility for irrigation. In Mettur it costs more because the 
water has to be stored. 

Dr. Eyder, Q.—Let us keei} out the political difficulties and come to the 
theoretical difficulties. There can be no theoretical limit as to what the 
tenant can afford to pay. Shonld the State try to fix the value of the 
water, the people who take it would say that the State is unconscionable 
like a monopohst, but at any rate as regards the cost of production of water, 
it IS quite definitely known. 

A. — That is my idea. 

Q. — -But there is no definiteness about what the water is valued at. 

A. — It is a question of assessing taxable capacity. 

The President, Q. — You have had very considerable experience in the 
Government of India? 

A, — Yes. 

Q.— Do different provinces agree in their method of assessing what the 
%vater costs? 

A. — T tliink so, on the whole. They do not all follow the same system 
in the levy of water-rates, 

Q. — As regards the method of ealenlating land revenue due to irrigation, 
so far as we have seen, every province has a different formula and most of 
them are incomprehensible to a degree. 

A. — They ure very varying.. ■ 

Q. — So that you have no uniform system of ascertaining the return? 

A.— No. 

Q. — It is very doubtful if any of the methods are correct. 

A.^ — Probably. 

Q. — The duty for water wliich you get in different provinces and even 
for the same works in one province is totally different? 

: .A.— Yes. ■ 

Q.-~So when you talk about what water costs per acre, you talk about 
a very indefinite thing. 

A. — ^Yes, alioiit a very variable thing. 

Q. — So far from these facts being absolutely definite and final, all of them 
are extremely variable, viz., the quantity of water and therefore its cost, the 
return of land revenue due to iri'igation and tlierefore the amount you have 
to recover. 

A.*— I should say that the cost of water per acre varies with the nature 
of tlie })roduce and cost of the works. 

Q. — ^What about the duty? 

A. — The cost of the water per acre of land varies with the duty. 

Q. — There is variation even in the actual matter of calculating the costs, 
in the matter of overhead charges and in the matter of tlie charge for works 
existing before a particular irrigation work was constructed. 

A. — To a small extent. 

Q. — -But in estimating what your new scheme is returning to you, you 
have to up an imaginary figure of what you would have had to pay? 

A. — ^Yes, the cost of repair of old works. 

Q. — So that it is a series of guesses. 

A. — At the same time, you ultimately arrive at a figure wliich would be 
the cost to the exchequer of the project. * 

•ni-n 
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Q. As regards tlie method of assessing, j’oii liai 
Liiginwr of the Unitod Provineos a socoiul, tliaf of 
that oj iJurma, a fourth. 

regards assessing the cost, tlie method is 
m all cases m the Presidency, but it V aries to a cert 
irrigation works exist. 

Q. *lo a.tTive at jour water-rate, you deduct 
iauci revenue clue to irrigation from the cost of 
say thai} the scheme jiajs the difference? 

■: A,' — Yes. ■ 

;Sf?V Perci/ T/iom2^son,Siippose voiir seheiue 
want Es. 5 per cent 021 tliat^ Zo. 
you have a definite figure of Rs. 10,000,' : 
or land, there is no question of transfer 
Ihe amount you recover would 
ance. 

The Presitlent. — The amount you have to recon 
deducting from Es. 10,000 land revenue due to irrigatio 

Q.— You also would liave a further effect due to the 
■ .'A.--Yes. ■ 

Q.— -You don’t get anything like tlie duty whicli von ought to get in this 
province? ^ e. ^ 

A. — Not ill many parts. 

The MaliarajadU^^^^ Bahadur of Burdwan. Q.--Ou page 231 in vour 
note regarding water-rates you say that land jx^vemie and waier-rat(‘s should 
be separated. At present when a person pays laml reveiuie, I understand 
that water-rate is included in it. 

A. — In some cases it is a combined assessment. 

Q.— Your idea is that, land revenue, being a form of tax, should he taxed 
separately, and water-rate should he charged as payment for a commodity 

A.— Yes. 

Q.— Then you say on page 233, “The Central Provinces deals with 
protective woite. Tins class of work will he of great importance in 
this Iresicleney in the immediate future, since two out of the five large 
projects in view are of this type.” In the case of a iiroteotive work it 
IS perfectly clear that in some cases you will not be able to make it productWo. 

A. — ^Yes, 

^ ^ Q.—In other words, the State would have to pay for that work, because 
it IS a protective work and not a productive work. 

A.—Yes. 

Q.— For instance, you may have a channel, not only for irrigation from 
which you can, so to speak, get a return by wat6.r-rates, but you may have 
it as a sort of protective work, so that the overflow of water during the rainy 
season may not flood the country. 

A. — No, here it applies more to protection from famine. 

Q.—Whatever kind of protective work you may have, it would not be so 
easy to get back your outlay of expenditure as it would be in the case of a 
productive work, where you can put on a water-rate. 

A,— Flood protective works are charged to the capital account of the 
project. What we call protective works are works whicli are for protection 


one method, the Chief 
Ihe Punjab, a third, and 


. -- costs lis. 1,00,! 

i.e., .Es. 5,000. Tour maintenance is E 
If you have to irrigate 10,1 
•ring anything from land 
cover your cost of eons tiaict ion aiuT ; 
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“I agi;ee with the Central Provine<is 
piiucipio that lyots who make a contract should pay less than the rvots 
'f demand.” We had a witneL in Madras-a CovLi- 
nmnt official— who told ns that in eei-tain zaniindaris von charne water-rate 

speak ot ijots nho take water only on demand, 1 take it that von have in 
new zanundan ryots who may he taking rvater on demand. 

1 f d think you are referring to cases where a zainindar has a 

definite x^3*e.scrjj)tive r.ight to certain water. 

Q.— -Supposing you have a particular channel and that channel has been 
constructed by the Government mamiy for the liouelit of its ryots in the 
toniporarily-settled ai’eas. Suppose that this channel passes throu'di a 
permanently-settled area as well. Suppose I happen to be a zainindar in 
tliat area, and there is a tenant under roe who takes water. Then do 
you charge him at the .same rate as you charge the ryot in vour tempo- 
rar-ily-settlcd area? . - ^ t 

Ihe President. Q. ^Yoiir rate in the zainindarii is water-rate: but in a 
temporardy-settied area, you have the consolidated wet rateP 

A. — Yes.,, 

Q And the consolidated wet I'ate- may be raised Iroiii time to time and 
it may amount to more than the rate in a zamindari areaf^ 

A.-^Yes. 

The Maharajadhiraja Bahadur of Burdtvan. Q. — Suiiposiiig the consoli- 
dated wet rate, amounted to more than the water-rate, when you take all 
tbo lactors that go up to make up the consolidated i-ate into account, would 
the V ater-rate in the temporarily-settled area be tlie same as the rate 
in the zaniiiidari area? ' 

^'resident. Q.— Actually the water-rate has not been altered for the 
last oO years. The consolidated rate is being varied every SO years, so that 
it cannot be tlie same. " ^ 

A. ^Yes; but the variation takes jiiace on the land revenue side and not 
on the water-rate side, as the cost of the water has .not altered .materially. 

Q.—The consolidated water-rate is theoreticaUy half of the net return 
or the return of land pl-i/s water; and if this .is increased, the share of the 
water increases as well as the share of the land, 

A. — Theoretically it may be assumed so. 

The MaMrajadhiraJa Bahadur of Burdimn. Q.—Apart from the theory 
ill actual practice do you find^ that the water-rate in the temporarilv- 
settled area is the same as that in a zamindari area? 

A.— Under the consolidated system, the demarcation between water- 
land revenue is somewhat ill-dehnecl. It is 
difhcult to split them up in some cases. The cost of water would be 
the same. 

Q.— Supposing you had a channel where you only introduced the water- 
rate and you gave the benefit of that water-rate to your tenants in the 
temiiorarily-settled areas and in that area you find also there are tracts 
which are permanencly settled and the zaminclar or his tenant wanted water 
would you make that water-rate uniform both for vour temporarilv-settled 
ryot as well as the zamindari ryot? *' 

A.-— Yes. Suppose :smu have a protective project, irrigating mainly the 
dry crop, ii the ryot irrigates wet crop, he takes water in every season. 
In the case of dry irrigation the ryot will take the water only vdien there 
is necessity. In a good year he won’t take the water, so that the return 
IS varying. So the man who is afforded protection, i.e., a facility to 
take water when he wants, should pay something for the protection as an 
insurance fee. 

Q. Ill other words, the man for whom you really start these protective 
works slioiild pay at a rate wiiich is differoiit from the rate which another 
man. pays? 

A.— No, that is not the point. Supposing a man chooses to make a 
contract to ]m,v so mne i per year. Then he would pay less than a man 
who takas u'uter only when required. 
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Q. Supposing A says *‘l pay Ks. 00 for takin" so 
Mil pay tlio amount whether I take tiu Llrol- n 
uould ci.avge Imn at a Ie.s.ser rate than the man who wi 

... ■ ."A.— Yes, .■ 

I . regarding the other princii>lc, I take it tJ 

chaimel passes through 

tthatevor ehi&s ot tenants take the u-atlw, the rate wou 
A. Personally, ]. would charge tire same. 

■ general ' agreeiiient . i 

> and a very general acceptance of tlie 
slmre of the .iiici 
v-,u<iiaiiteed supply oi water newly givei 
anmntv. 


The President. Q.— There is a 
water is too low 

IB proper tor the Government to take 
resiiiting from a, gti«ii 
shape of a terminable 
A.— Yes. 

Q, ^And how should that be taken? 

poundii" toxatb 1 should give the option of corn 

Q. That would be terminable? 

A.— 1 .shottld etrcortrage the payment of a capital sum. 

Stale should not receive *a^'^f rdf ro torn ^ But^there^*’'' 
special cla.ss of ertltivator,s should make lirofH '.t ih\ i'’ reason why a 
tax-payor, and theroforo tiro rate .should hi> l■..n^ *’* .*1“^' general 

dkt'onragiiig the use of water* and you possible without 

that could pay ino,^? ’ Protective works 

A.-By ‘rate- you mean both tire land reve.rue part a.rd the water-rate? 
Q, Jhe payment for watei’j in whatever shape it i.s 
A. — ^Yes. 

» llTpiSzS'' 

Mg.£rs;r»rs“; .2'„5S, “o'™ »• 

maximum that the State could take is the whole 

that a man gets on account of irrigation Sinien-t increased profit 

crop; you give him water and thus'i^se thf o^odLe'^V^ ^ 

the sarnie profit as before and you take the balance!^ 

have some d^iy ^land C whK^t^pLfit^oT 

R? sHy So^srnreC ^T^S' f .r 

State can take the increase of Bs. 50 leaving him ib'^the 's ^ 
before; so that he gets no benefit from thf wate^and 

A.— In those circumstances no one would hike the water. 

not .that does 





maxiuium jwi could take. 

enue were really equal to half the 
charge for land and water on 
ppropriate middle course:' 


Q.— But the nicreasmg moderation of the laud revenue settlement and 
the proposed hiiutation on increases makes it impossible to proceed on these 
imes since the increased yield would in some cases not even pay the cost 
ol inajiitenance and interest on cajiital cost. 

, A. — -Yes. 

Q.~™An alternative plan is to fix the charge for water for liomogeiieous 
areas at a rate determined with reference to the amount which the least 
favourably situated cultivator is ready and willing to pa3^ 

A. — That is an alternative. 

II .^•■7''’”“''’; separating tlio diarge for water from that for 

the land and iiiakriig the former part of the cost of cultivation 

A.— Yes. 

Q.— The laud rmeiiue would then be a proportion of tlio yield arrived 
at on settlement principles after deducting the cost of water in addition to 
the other cost ot cultivation. 

A.— Yes. 

Q.— 'i’he rale so niTivcd at would luiry with the rolialiility of the source 
and the nature of the crop grown. ^uiuc© 

A. — Yes,' that fits in with what I have stated. 

Q.—Yoii accept this as a general summary of the discussion? 

A.~Yes.- ■ 

S’ir Percy Thompson. Q.— You say that the charge for water for 
homogeneous are^ should be fixed at a rate determined with reference to 
tho amount which the least favourably situated cultivator is ready and 
willing to pay. But I thought what 3^01^ would do is to fix it bv reference 
to what it costs to the State to supply the water. 

A. — I refer that method. 

The Piymlent. Q.---Y011 have given us instances of the reductio ad almir-- 
duni at which you have arrived : that is, your most favoiiraldy situated areas 
are paying less water-rates, and as you go to the less favourably situated 
areas the cost of the supply is increased and you will have to charge 
more. ^ As between different projects, your present situation is that the 
more it costs you to supply the water, the more you are going to charge? 

A. — Yes. The more it costs, the more is the charge for water. 
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Q.— WJiat. is tho plan hy which it is proposed to work it? 
coiiiiiino'bothT*'^ uiidertaking, or do you giro concession to a 

settled. The present intention is to work it 

Q.“-What do you think of the sclicine in Sweden? There 

broilers and they get an yield of 57 mill 
a dol)t cliargo of 23 millions. 

A.~4 apply exactly the same principles there. 1 would 
cost ol supply ana look _ for a return to increased income-tax 
revenues resulting from increased prosperity. 

Q- Hotj viould you apply that, for instance, in Sweden wlioi 
the nionopoly of the whole undertaking right down to the sii 
householder? How are you going to divide the i-abe into the eoi 
and tax? Would it not be better to take a single rate? 

t/ detailed supply to the consumer is not in 
tion at present. It is proposed to sell power in bulk. 

Q-— If you take the cost of supply and tax separately, won 
both vary from year to year? The cost of niaintenanee iiiav ci 
year. . ^ 

A. There iiriglit be a variation in the cost of runiiijig. 

^ Q. — You would vary those two i)aris from year to year acc'or 
oirciimstauces ? 

A. — I would vary tl 
increases its rates whci 


v'as, 'la 'gas,: eoiiipatiy 
ion ot gas goes dp. 

pur ir up into tiie cost of producing the gas and 

would not be under the taxation head except^ 
Your variation would come under the cost of the 
buppose the wages went up. Whatever taxation you levy it 
ed on your principles of taxation. ‘ ^ 

injpye. Q.-— Don’t you apply tJiis principle to ]>ost offices*^ If 
[inning the post office rises, you increase the postal rates. 

1 is what I mean. You could have a slight margin of profit, not 
dug profits, but a margin to allow for fluctuations. 

Gr. Q.—You have read the note submitted by the United Pro- 
Engineer, where it is said, the Governinent found themselves 
have a formula for basing their irrigation rates, that is they 
bheu* irrigation rates from time to time according to prices, 
priices of the crops would not affect the cost of water, because 


Ms?. IS. .H# Actiiig^ iPirst Memheri 

Board o£ Beveuuey and Commissioner of Bxoise, 
Madras, was ne:xt ei^amined* 
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liiglier classes, it cannot bo considered so in the case of the lower classes such 
as tiie coolie popiiiatioii. A moderate consumption of liquor is considered by 
them moi'6 a>s a necessity. The correct principle would be that drink should 
be so taxed^ as to minimize consumption and not entirely prevent it as such 
a step Will inevitably lead to a large increase of illicit practices, 

excise revenue is concerned, it is not possible to 
dmerentiate clearly between classes ‘‘who by religion or custom are prolii- 
pited Irom taking intoxicants’’ and others. Religious prohibition does not 
iinpiy in practice entire abstention, 

Q, oO.—To a certain extent such a graduation is possible in the case 
ol iinpoited liquor, the customs import tariif, ior instance, classes cham- 
pagne by itself tor purposes of assessing duty. But the graduation can 
onlj be a. rough one into broad grades of classes, because the ‘value’ of 
such, articles as choice wines or liquors depends, to a great extent, in 
countries where the standard ol living or of luxury is high enough to give 
rise to an aqipiecialile demand on such imponderable factors as fashion or 
taste. In this country . 1 . question whether any useful purpose would be 
served by attempting a. more jiarticiilar graduation; the class which con- 
sumes these articles is very limited both in numbers and in wealth. So 
tar as such articles subject to duty ot excise arc concerned, I do not 
consider that the conditions in this country are such as to render such 
a ‘graduation’ practical. iNo one, so far, has thought of laying down a 
cellar ol ‘choice old arrack’ nor is there such a thing as ‘vintage toddy.’ 
Ihe taxation is and can only be based (in the case of liquors other than 
toddy and beer) on the «s]co]ioIic strength. 

Q. 61.-— It would be a rash undertaking under present conditions to 
prophesy ^ what may happen in the near future regarding prohibition or 
local option or any other public question. It inay be admitted that among 
the ‘intelligent’ and ])olitical classes there exists an element wliich is hona 
fide devoted to temperance, and which advocates either total prohibition or 
a wide measure of local option as a prelLininary step thereto; in alliance 
with this section of Indian oxiiiiion is to he found the missionary influence, 
which undoubtedly proceeds from sincere conviction. There has been a 
further, and probably a more numerous, section, which adopts the cause of 
‘temperance’ as a convenient ground of attack upon tlie Government and 
the Ministers with the ulterior object of embarrassing them by clamour and 
by attacking one of the principal sources of the revenues at their disposal. 
These tactics achieved in 1921 and 1922 a considerable measure of success; 
in 1921 the Government lost about Rs. 80 lakhs of revenue largely as the 
result of the anti-drink agitation, carried on for a time by the most lawless 
methods of intimidation both of renters or intending renters and of consumers 
of liquor. The attacks on the excise policy of the Government have pro- 
ceeded, and to a great extent still proceed upon the ground of tlie growth 
of the revenue from liquor and ignore the fact that consumption under all 
or most of the heads has been either stationary or has exhibited of recent 
years a tendency to decline; they ignore also the fact that prohibition under 
existing conditions is not a matter of practical polities. I append on this 
aspect of the matter an extract of paragrajAis 57 and 58 of my report on 
the Excise ^^ministration for 1920-21, written in September o.f that year. 
In a note written about tl:ie same time I observed ‘'I do not think that much 
is to be gained . . . from a discussion of the theoretical arguments on 

the subject; nor do I tliink that western experience is of paramount value 
as a guide . . The fact is that each country must work out the 

problem for itself. In this Presidency we are confronted with two cardinal 
facts : (1) that nature lios provided almost in every fiekl and village the 
means of indulging the desire for a alcoholic stimulant with jfche minimum of 
troulfle; (2) that, possibly as the result of these conditions, the greater p«art 
of the population notwithstanding the precepts of religion do not abstain 
from alcohol. The statement that this habit wa.s introduced by the British 
is one of those falsehoods which are the stock-in-trade of seditious agita- 
tors, and no candid critic will, I think, maintain it. 

The point has been examined at length by the Bombay Excise Com- 
mittee in Chapter II of their report, which abundantly establishes the 
falsity of the charge. 

Given these conditions, it is surely obvious that what is needed is a 
change of conviction in the minds of the masses, and this can only come as 
the slow result of the spread of education and of habits of greater foresight 
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and thrift, assisted and stimulated no 
es, Ontside the efforts of 
a few oi tlie larger towns, sneii effort ii 
spicuously absent. The progress 
as it rests upon real conviction 
shared by the majority or even ] 
iocal option or even prohibition 
It IS impossible, 1 consider, i.. ^ 
reduction of the taxed and licit 
steady pressure of taxation operatifi 
which the Oovernmont at present can exercise 
legislate people into abstinence h 
ities,^ iiny more than in the long 
by riding people on donkeys, by < 
by the other methods of lawless i 
recent 'temperance movement. » 
without real conviction will, as e 
porary effect. ' 

thi-ee years that have elapsed 
t e use of violent methods has subsided, thoi 
appeared. In other respects the conditions a 
Uoilities for obtaining alcoholic stimulant are 

fhndnkhe^^S”^’-**-? l»'°Pensity . of the lower mas,- 
fiiminished. Nor is it now any easier than it wa.s tlir 
any systeiii of iirohibition or local option baset 
aftected which will ensure that their real n 

perliaps will, disappear with 
OT the masses. Under the existing conditions, 
would be impossible to enforce, and would b€ 
interests of Government hut to the advancei 
IS satisfactory to note that there are signs tf 
towards a somewhat saner attitude, and is more 
what IS practicable than what is ideally desirable 
meeting in Madras was not content with 
actually appointed committees to < ’ 

revenue; and in a .recent fulM^^^^ debate on 

Ij^gislative Council approved bv 
the Ministerial policy of ^fcsthia J€nfe\ 

In Appendix II to the reply to this questic 
the steps taken to discourage drinking and to 1 
the measures taken directly with the object of 
abstinence are in an experimental stage, and tl 
judged. As regards others — -such as the rcdnntinn 


mi.ssioii .sociotics und pf tciiipcr^foSiS^ hi 

been oil the ivhole con* 
' slow, but ill proportion 

. It Will be sure. When that convkdion 
by a large proportion of the classes affected 
will be possible and will work. Without it’ 
contrary, an unwise 
sitpply will merely impair the effect of the 
to cheek consumption and the control 
Under existing conditions,: 

, , yy 5 per cent ininor- 

, run you can bully them into abstinence 
covering old woinen^s faces -with dung, or 
intifiuclation which have characterised the 
itven tlie imposition of caste penalties 
experience has shown, prove of only tem- 


since^ the above was written, 
igh it has not eiitirelv dis* 
re unchanged. The natural 
as widespread as ever and 
r classes to indulge is not 
ti.ree years ago to suggest 
Upon the votes of the classes 
are asccu-tamed. These 
ocial and political uplift 
insider that prohibitioii 
1 mental not only to the 

f>f true;;teniperance. ■■■yit:' 
neral opinion is tending 
disposed to contemplate 
. A^ recent temperance 
passing Utopian resolutions, but 
evolve ^schemes for alternative sources of 
the excise policy of the 

an overwhelming’ maioiitv 





Q. 65. — So far as this Presidency is concerned, there are now practically 
only two rates oi duty per i>roof gallon, yi25., Ps. 10-10-0 in the Godavari, 
Kistna, €;luntur, Neliore and iMadras districts and the Saidapet taluk of the 
Chingleput district and Rs. 8-7-0 in the other areas. There are specially 
low rates in certain small areas owing to local conditions, viz., the Agency 
tracts of the Circars, and the enclaves in His Exalted Highness the Nizam’s 
dominions and round the French territory of Pondicherry. In the agencies, 
the rate has to he low in order^ to make liquor available at a comparatively 
small price; else illicit distillation will become rampant. In the other t%vo 
cases, the low price is due to the price of liquor being low in the siirrouiuh 
ing or adjoining territory. 


As regards uniformity of rate, the following table illustrates the position 
now and during the last about 12 years; — 


Area districts, 


Ganjam, Vizagapatam^ 
Godavari, G antur, Kistna and 
Neliore. 

Ceded districts 

Madras Town Circle , . 
Chittoor, North Arcot and 
Coimbatore. 

Rest of Chingleput (excluding 
Saidapet taluk), South Arcot, 
Tanjore, Triehinopoly, 
Madura, Eamnad, Tintievelly 
and the Nilgiris. 

Malabar 

South Kanara 


Managala and Lingagiri 
Pondicherry frontier shops of 
South Arcot district. 


It will be noticed from the rates shown under 1922-23 above, that uni- 
forinity is being borne in mind. The larger number of rates shown in 1925- 
26 is due to the fact that the strength lias been proposed to be reduced 
from 35’ ii.p. to 38° u.p. in nine districts and the issue price per bulk 
gallon lias lieeii fixed the same for 38° u.p. liquor as it is for 35" u.p. liquor; 
when the strength is gradually reduced in the other parts of the Presidency 
also, uniformity will again be reached. 


^It is practicable and peril aps desirable to reduce the variety of rates 
as it w’-ould prevent low duty liquor being smuggled into high duty areas, 
but I would strongly deprecate any laying down of a hard-and-fast ** rule on 
the subject. Local conditions have a considerable bearing on the question 
of fixing duty. The aim is to fix the duty at the highest possible figure 
short of stimulating illicit jiractices. Fui’ther, the nature of the country 
and tlie iiropensities of the population are not uniform. Alany facts arise 
when the question of fixing duty is considered, and though uniformity is 
on general groxinds desirable, I do not regard it as essential. 
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toddy cases Lported sILe 19134 ^^^ distillaiion, etc., cases anc 

I'ear. 

1913- li 'l'°ddy oases. 

1914- lE g,071 

1915- 16 ^>197 4,983 

1916- 17 4,776 

1917- 18 ^>190 4,416 

1918- 19 .. 1=9^8 4,633 

1919- 20 ■ ■ ■ ■ 1.695 4,741 

1920- 21 ■ ■ ■ ■ Ii716 6,204 

1921- 22 1.108 6,191 

1922- 23 ’ ■ ■ 1.180 6.619 

1923- 24 ;; 2,o«i 6.623 

Jo on A 

111 duty has probably contributed ^ increase 

1917-18. In 1918-19, the o-eneAl rate hf t?.l % 10 annas m 1915-16 and 
Rs. 8-1-3 and in iglo-Sl to Ks 8-^0 In 

a., Z’sfSlmil tio,"£ --t-o to 

§.‘’7Si it ‘a #|ir f“4’3 

tucte; Rs. 4.8.0 m IS districts and R.s. 6-10-0 in four dirtriote!^ 

Sii?S1t,,.tr2 iTal 

g|TttiK:.it7rirsrt-“ 

arrack.^ tieated becanse it may otherwise compete with’ ordinary 

Q. 68. ^In theory, I see no objection to the levy of such dufiV^ T 
heve now only the Bombay Government levy such a duty I ^uhV 
ever, whether it would be expedient to do so iirtlvis PrSenov 
rate of Es. 21-14-0 per proof gallon is alread; snffieiently hlgg ' The lower! 
.ng of the rate of duty on locally-made foreign liquor has operated to 
fS topSLT^ " deleterious kind! of foiigt 

•*, , dialled arrangements hare been recently under discussion 

following suggestions have been put 




this case, if all is in order, the levy of duty is made in the province of 
destination on the liquor being cleared from bond; the rate of duty being 
that of the province of destination, which also collects the money; the bond 
is then cancelled. 


(h) When liquor is sent from a bonded warehouse or distillery in one 
province to a licensed vendor in another, there should be — 


(1) A pei’init or pass from the chief excise ' authority of the province 
of destination, in favour of the exporter. The exporter* may prepay the 
duty in the province of destination to the chief excise authority. If he 
does, the fact will be certified on the permit, and no further payment of 
duty will he necessaiy at either end (except in the case of excess wastage), 
if he preicrs, he may pay the duty at the rate x>i’Gscribed in tiie })rovince 
()i destiiuitio]! to the cliiei excise authoi‘ity of the jirovinco of origin. In 
this case the amount of duty so paid will he adjusted between llie province 
of origin and the province of desLinatiion ])y book transfer. 

(2) Idle exporter must also execute a bond as in the case of (a) (2) 

above. 


(3) An advice must also be seiit^ when the cxjiorter removes the 
liquor to the bonded warehouse, or distillery of the province of origin to 
the authorities of the province of destination, which will verify the con- 
signment on arrival and assess duty or penalty on excess wastage. 

(c) When a vendor in one province sends liquor to a vendor in another 
province— ' ' ■ . ■ ■ ■ 


(1) The exporter will pay duty (if not already paid) on the quantity 
exported at the prevailing rate of the province of origin. 


^ (2) He will obtain from the authorities of the province of destina- 

tion a permit for the transport of the liquor on which the chief excise 
authority of the province of origin will endorse the fact that duty has 
been paid. 

(3) The chief excise authority of the province of origin will, simul- 
taneously with making the endorsement above, advise the chief excise 
authority of the province of destination that the export has been permitted 
and that the duty has been paid at the local rate. 

(4) The exporter should execute a bond as stated in paragraph (a) 
(2) above in favour of the chief excise authority of the province of desti- 
nation. 


(5) The chief excise authority of the province of destination must 
arrange to verify the consignment on arrival and wdll levy differential rate 
of duty according to the rate in force in province of destination, if it is 
higher than that of the province of origin; he will also send a verification 
report to the chief excise authority of the province of origin. 

(6) If the rate of duty in the province of origin is higher than that 
in the province of destination the chief excise authority of the province of 
origin will, on being satisfied that the consignment has reached destination, 
refund to exporter the difference between the dnty levied on the quantity 
exported and the duty leviable on the quantity received at destination. 
The province of origin '"will then transfer in favour of the province of desti- 
nation by periodical book adjustment the duty leviable on the quantity re- 
ceived in the province of destination at the rate fixed by the latter. 

In the case of beer manufactured in this Presidency, the question of 
issue under bond does not arise as duty is levied on the quantity manufac- 
tured and not on the quantity issued and is collected once a quarter. The 
duty on beer exported to other provinces will be collected in this province 
and credited to the revenues of the province of destination once a quarter 
by book adjustment. 


The simplest method of recovery of duty by the province of consumption 
from that of manufacture is by periodical adjustment by book transfer. In 
all such eases, the adjustment may he made quarter^. 

Q. 70. — Taking merely the alcoholic content, toddy is more lightly taxed 
than beer. It would not be difficult' to enhance the tree^ tax, but having 
regard to other considerations, it would probably be undesirable to do so. 


Q. 71.— I consider that there is no a priori necessity to insist on assimi- 
lating rates of duty everywhere. Each province must fix its own rate of 
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duty based on consumption, on the habits of people and other local 
ditions. There are places in India where clut'ras arc consumed Ik 
lsb)ne is consumed in Madras. The rate of duty on hhann has been 
in Madras with effect from 1st April 1925 to Bs. 6 per seer. 

Q* 72.~Arrack is manufactured in distilleries under the t*oniracl 
^ ii's also are required to establish wholesale dej) 
Arrack- is issued to retail shopkeepers from 
or depots at rates fixed hy Go^mrnmeiit. 
ryots and stored by them in homi at two centres, * 
is issued to licensed shopkeejiers on payment of duty at a 
a certain maximum fixed by Governineiit. The syst 
in the sense that it affords little chance of h 


system. These supplie; 
required x^aces. 
lories, warehouses 
cultivated by 
from it ' 
not exceedin;_. 
worki n g satisf actori ly 
of revenue. 

Q. — 73. — All shox>s for the retail vend of country spirits and farl, all 
ganja and opium shox^s and all beer shoixs and foreign liquor taverns (where 
consumption is allowed on the premises) are sold by auction. The other 
foreign liquor shops are licensed on fixed fees. In the case of these fixed 
fee licenses, the respectability and status of the persons apxilying for licenses 
are taken into consideration as also the trade conditions, i.e, (certain firms 
are sole agents for certain brands of liquor). 

The system of disposal followed in this province is quite satisfactory 
from the point of view of taxation in the sense that it probably secures to 
Government the fullest share in the value of the pi'ivileges conferred. 

Q. 74.— 'The figures in Annexure J, so far as this Presidency is con- 
cerned, compr&e arrack and toddy shops under the outstill systmn. The 
closing of shops has been probably overdone iji this Presidency, and tlie 
result has been that as there are fewer shops for competition the intrimsio 
value of shops has vastly increased. There is no doubt that the result of 
reducing the number of shops in this Presidency has had the result indi- 
cated in the question as the following figures show: — 


Oounirp spirits, 


Increase in 1922- 
23 compared ivitli 


Krunber Rentals Con sump- 
of X^®^ lion per 

shops. shop. shop. 


Eentals. Consnmp- 
tion. 


P. G-LS. PER CENT I 

efsae } 

278 } i 


Madias City 

Madras Presidency, inohi- 
ding Madras City. 
Madras Presidency, exclu- 
ding Madras City. 


Toddy, 


Average Increase in 1922- 
number of 23 compared with 
Kumber Average trees 1902-03. 

i of rentals marked 

' shops, per shop, per shop 

coeoanuts. marked. 


IPER cent! per gent, 


Madras Presidency 
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Tlie increase in rentals is out^ of all proportion to the increase in 
coiisniiix3tioiij and the onJj" x>ossible inference is that the reduction in the 
nutnber of shojxs has contributed to a considerable iuci'ease in the value of 
the slioi>s that remain. 

Q. 75.—lt is not impossible to arrive at a uniform rate of duty in the 
ease of opium. But I do not see that any great advantage will he gained. 
Local conditions always oj>erate on the fixing of duty. 

Q. 76. — The draft Opium Agreement recommends the course in the 
case of prepared opium. The shops in this Presidency are all for the' sale 
of raw opium. The system mentioned is not in force in this Presidency. 
Shops are sold by auction. Government stock opium and issue to the licensed 
vendors on receipt of duty and cost price. The number of opium shops in 
the Presidency is 605 (1924-25) and their rentals are Rs. 10,19,787 (1924-25). 
The shops are only at important places wliere there is a real demand for 
oi^ium. The working of these shojis is very strictly supervised and the 
course of consumption in them is carefully watched. Wieiiever the coii- 
SLimptiou increases in a manner Avliich indicates that the license is being 
used as a cover for illicit transactions, e.g., for smuggling, the shox)s is 
‘rationed,’ i.e., the quantity of opium that may be issued to it is specially 
limited. The number of shops in respect of which a limitation has thus been 
imposed is comparatively smali;— 7 in 1924-25. The^^ are mostly situated 
in the sea-board (or adjacent) districts. To introduce a system of ‘salaried’ 
ox)ium sellers would involve the abandonment of the existing renting system 
for opium shops and the conversion of these Into Government retail shops. 
The revenue from rentals would be lost to the province unless the retail 
selling price of opium were so enhanced^ as to make good the loss. The 
direct association of Government with the retail sale of the clriig would 
afford a ground of attack by temperance enthusiasts and those who. desire 
to find fault with the Government. It has also been, in practice, found 
that the efficient control of a large number of petty shoxos scattered over 
the Presidency is a matter of great difficulty. The temx^tations to the 
‘salaried’ sellers to falsify ^ accounts and to cheat the Government would 
be overwhelming unless their salaries were fixed very high. The opium on 
sale would not, presumably, be duty paid and it would be impossible to 
guard it effecti^vely in so many centres. It would he necessary to reduce 
the number of shops, i.e,, centres of distribution to such an extent as to 
deprive large areas of supply of their legitimate^ needs. Such a system of 
State trading could not he carried on, on a paying basis; ilt would almost 
certainly result in a loss to Government and -would offer no greater safe- 
guards than the existing system. 


Q. 77, — There is generally no smuggling^ of opium into this Presidency 
but there is reason to believe that a considerable amount of smuggling 
exists ill sending opium to Burma, especially via Karikal. On account 
of the limitation in the exuantity supplied to the shox>s in Burma and 
the heavy price charged there, it ap])ears a ])rofitable business to sumg- 
gle opium to Burma. In Burma, only iion-Burmaiis and Biirmans registered 
as opium consumers iln 1893 are allowed opium. The number of eases ^ of 
smuggling of opium to Burma from Madras Presidency detected during 
1922-23 was 19 involving 208 seers of opium, that in 1923-24, 23 cases in- 
volving 162 seers and that in the current year, ux^ to date, ,4 involving 27 
seers. Opium is also smuggled to Burma from the Indian States in this 
Presidency through Karikal. 

IVith a view to check the activities of smugglers a small sxiecial force 
consisting of an inspector, an assistant inspector, four sub-inspectors and 
other clerical and menial estabiishineiit is maintained in the Presidency. 
This force watches the smugglers as closely as its numbers permit, and has 
been successful in detecting certain number of cases. But on account of 
the profitableness of the smuggling trade and the number of active smug- 
glers!! their success in suppressing the trade is restricted. 

The transmission of opium by post is prohibited. 

The import by sea of opium or intoxicating drugs other than those 
used for smoking is x:)ermitted only by licensed dealers in opium for iiiedi- 
cina! purposes or by licensed chemists either direct or through their agents 
on ])ayinont of duty at tlio port of importation. The rules in force 
in this Presidency do not provide for cases of export by sea. 
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Afc present, opium cases are [prosecuted by tlic police. This leaAs td 
a division of functions wbieli lias sometimes led to difBculty in dealing with 
oiiiuin crime. 

A Bill to amend ^tlie Opium Act lias been prepared and submitted to 
Government. Its main provisions are — ■ 

(a) conduct^ of [prosecutions in opium cases by the officers of the Ex- 
cise Department instead of by the police; 

(h) a preliminary enquiry by the departmental officers so as to avoid 
prosecution of cases not proved; 

(c) compounding ])y specified departmental officers of opium cases; 

(cl) inliictioii of enhanced punishments in the case of second and suh- 
sequcni offences liy -the same accused; 

(c) taking seemrity from babibnal offenders for refraining from such 
oil'eiices ; 

(/) making it penal to atLoni[)i to commit an offence relating to opium 
or intoxicating drugs; and 

(g) briaigiug under control opium smoking. 

The above [provisions will, it is expected, tend to strengtlicu our hands 
against o[)iuni crime. 

Q. 89. — The stamp duty does not, I believe, cover the cost of the main- 
tenance of courts in this province. For the rest 1 see no reason wli.y the 
stamps on judicial proceedings should be limited in the manner suggested. 
In this province, as elsewhere, people resort to courts of law on the tiimsiest 
of grounds. It axppears legitimate to taxability to pay as exhibited by resort 
to the law. 

Q, 90. — ^Tlie criticism, even if tlieoi'eticaliy true, I think, be equally 
applied to many other taxes, income-tax for instance. I see no reason why 
ifb should apply* solely or particularly to duties on deed of disposal or trans- 
fer of property nor do I see why the social utility of these transactions should 
be assumed. 

Q. 91 .—No such cases have come to niy notice. 

Q, 137. — At present, stamp duty is leviable only when probates, letters 
of aclministration or succession certificates are taken out. There is no com- 
pulsion to take out probate or letters of administration and in many cases 
property which passes to others by inheritance does not pay any tax at all. 
There seems to be no good reason why the majority of estates should escape 
such duty. I would agree with the view expressed in the question subject to 
a reservation that small estates of the value (say) of and below' Bs. 1,000 may 
be exempt from death duty and that amounts left for public charities may 
also be exempt from such duty. 

— XI present the rate of probate duty is based on the value of 
the estate — 

Of and below Es. 1,000 ... ... ... Nil. 

Above Es. 1,000 but not exceeding Es. 5,000 2 per cent. 

Above Es. 5,000 ... ... .■« ••• ••• 3 ,, 

The tax may be gi-aduated so as to vary with the value of the estate left. 
The other tw'o iuethods suggested are impracticable. There are innumerable 
degrees of relationship among Indians and the number of legacies left are 
large. 

Q. 139.-~I should be disposed to accept the above general propositions. 
There would probably be great diffieiiltj" in devising and working a system 
of succession duties on a provincial basis. At the same time it would not be 
easy to define the principles upon wiiich the distribution of the revenue 
between the Central and Provincial Governments should be made. 

Q, 140.— I should be disposed to adopt an estate duty with a suitable 
graduated scale on the value of the estate similar to, but not identical with, 
that in the United Kingdom. 

Q. 141.— I cannot pretend to the legal knowledge requisite to reply use- 
fully to this question. So far as I can see, the method suggested at (a) wmuld 
he equitable, tiie 'share’ of the deceased being treated as an 'estate’ for 
the pu.r[)ose of assessing the ‘value’ and api>}ying the rates fixed. 



are stateareirt appears correct so far as large impartible estates 

stateineat is based on the supposition that the head of the 

sfer/ iS -^-r.'.rri.r.s 

Q. 144 —In the case of probates and letters of administration all the 
pioporty the deceased left behind is included in the list of assets’ If the 
law IS that, on the aeath of a person, a schedule of property left behind 
should be filed and the responsibility for so filing a schedule is fixed bv ifw 
on somebody, it should not be impossible to administer it. When the schedule 
IS filed, the valufition can be verified % the land revenue 
oificeis, as is now done in the case of probate ajijilieations. 

\ ^^^•■7:'^^,?, CJoveriimeiit of India, acting presumably, through tho 

Cential Board ol Itieveiine as 111 the case of income-tax. 

Q; 14.6 -- In the case of pi‘ol>ates, estates of value of Bs. 1,000 and below 
a.ie exeiiipt. Siniilarry estates ol Bs. 1,000 and below niay lie exempt in the 


APPENDIX I. 

• 3 ’ policy pursued in the past and the measures laid clown for 

givitng elfect to it have been successfully carried out in this Presidency. It 
has resulted in clieckrng the consumption of country spirit and toddy and 
cietiniteiy decreasing tne consumption of opium and hemp drugs. There is 
therefore no need to look with apprehension on the large increase in re- 
venue, which has only increased the retail price of intoxicants and thus 
iielped the cause of temperance liy cliecking consuniTition better than any 
other method. 

While this report is being written, keenly organized efforts are being 
made to prevent the sale of toddy shops for the ensuing lease by methods 
which, though ostensibly ‘peaceful’ amount in most cases to intimidation of 
most oppressive kind. Tlie Board earnestly desires to bring one prominent 
laot to the notice of any genuine temperance reformer who may have allied 
himself temporarily with the non-co-operator in an agitation, which in its 
unscrupulous interference ivith individual lilierty is surpassing anything ex- 
perienced in the history of the much abused bureaucracy. This 'is that in 
Bouth India the sources of illicit supply are far more accessible to the 
regular drinker than, in any European country. If the shops are closed, 
liquor can be had from almost any palm with no more skill than is reQ[uired 
to cut an incision or dress a spathe, and no more apparatus tlian a knife 
and a toddy pot. In a country where so large a proportion of the lower or 
iabouring class are accustomed to the use of liquor, where every man can 
(so to speak) have Ins own beer tap in liis own back garden and where the 
extensive topes which cover most of the countryside can immediately take 
the place of the elaborate breweries of Europe, 'it is futile to imagine that 
the closure of shops will have any permanently appreciable effect in stopping 
recourse to alcohol. If the policy iu question were accepted and the shops 
remain closed, one of two results must follow: (i) drinking will go on un- 
checked and uncontrolled, liquor being obtainable at a tithe of 
its present cost, with a loss of Bs. 543 lakhs of revenue 
to Government; or (ii) the establishment will have 

to he immensely increased, almost every village constantly pat- 
rolled and the agricultural and tapping classes would be subjected to the 
oppression of a host of petty officials, while the field for blackmail 
of iirivate individuals and for the corruiition of officials w^ould he vastly ex- 
panded. Even so, it is unlikely that mere preventive activity could "cope 
with the jii’obiem. The majority of the ]3opulation would be either apathe- 
tic in actual synij^athy with the drinkers and experience has ainph- shown 
that, under such conditions, mere i^reventive activity cannot be an adequate 
substitute for the provision of a reasonable licit and taxed supjily. In the 
face of these considerations, the Board would urge those who desire to com- 
bat the evils of drunkenness by wholesale closure of shops to realize the 
shortsightedness of the iiolicy they are following and to adopt the more 
radicab if less ostentatioUvS, method of removing the desire for alcohol and 
not the sources of licit supplies f 





APPENDIX II* , 

Q. 61 contkuied, — Tli© policy of Govenniient lias always been to iTiini- 
mize temptation to those who do not drink and to disconrage excess among 
those who do; and to the furtherance of this policy all considerations of 
revenue are subordinate. To further temperance and carry out the above 
policy, the following methods have been adoiited: — 

(a) suppression of illicit methods of all kinds; 

(b) maintenance of the closest possible control and supervision over 
the liquor and drugs traffic; 

(c) levy of as high a rate of duty as possible without unduly 
encouraging illicit methods; 

(cl) reduction in the number of retail shops for the sale of liquor and 
drugs and the strength of spirits; 

(e) regulation and close supervision of the hours of sale, selection of 
sites and the general practices adopted in manufacture and vend; and 

(f) consulting Advisory Committees and adopting their recommeiKla- 


Nmuber of shops. 


Arraok * 


Exoliiding shops under ontstill system 


The issue strength of liquor was 20’" u.p. prior to 1910-11 in some dis- 
tricts and SO' u.p. in others. Reduction was gradually made and it is now 
38 “ • P • n in e dist r i cts . 

The limit of private possession has been reduced from 8 drams to 6 drams 
in the case of country spirits with effect from 1st April 192o. The eiosing 
hour of shops has been reduced to 8 p.m. 

The opinions of Advisory Committees are respected and accepted when- 
ever they are consistent with the general principles laid down. 

As a temperance measure, other experiments are also under trial. 

In the Atur taluk of the Salem district, the Sliiyali and Tiruturai- 
pundi taluks of the Tanjore district, the Tiruvaclanai taluk of the Ramnad 
district and the Tenkasi taluk of the Tinnevelly district, all shops for the vend 
of country spirits numbering 67 with an annual rental of a])out ]?.s. 56,000 
have been closed as an experimental measure from 1st April 1924. These 
areas are mainly toddy or farl consuming areas, and as toddy is a compara- 
tively harmless beverage, the experiment is with a view to see what the effect 
of the closure of arrack shops in these areas will be. 

With a view to ameliorate the _ condition of the Badagas and other hill 
tribes on the Nilgixis, the sale of liquor to any member of the hill tribes is 
prohibited on tire Nilgiris with effect from 1st April 1925 excejit on a medical 
certificate signed; by a registered medical practitioner. 



It iiiiistj bowever, 
cmne to a certain ext- 
Lows dnri,ng tlie laf^t 


noted tliat tliese undue restrictions arc stiniulating 
The number ot rei)ort6d cases against the Abkarl 
years is shown below: — 

Number of eases repented. 


Toddy 
cite Tices. 


1913- 14 

1914- 10 
iyl5-lt) 

1916- 17 

1917- 18 

1918- 19 

1919- 29 

1920- 31 
3921-22 
1922-23 


: M g'a^e eiridenee as follows 

The Fresidenf. Q.— Yon are the Commissioner of Excise? 
A.— Yes, 

Q. — You are also the Gonnnissioner of Stamps? 

A, —Well, 1 uin the Memlier oi tlie Boai’d of Reveiiiie 


stamps, 



<xuii:0 prac*fci€*ftbie, aiirl coitid bo irioci. Bui It k <Ioubk 
fui if it wonicl be of nnidi iiso. 

Q,— If you reduce ,tho ration, donH- yon ibink thar oortnin people mav 
have to go without clrnik entirely? ^ ^ 

A.—I think, as in Bombay, it will probably result in the shopkeeper he 
coming the ally of the illicit distiller. ^ ^ 

Faranjpye. Q, — •Hat'e heard the statement made in the Bom- 

bay Excise Committee Report? 

^4 think it was made somewhere by the Excise Comniissioiier, Ho 
says that shopkeepers are allying themselves with the illicit distillers. 

Q. In Bombay there is no limit of price, conseciiientlv tliev can make 
profits. ' *■ ■ '■ . ' ■' '■ . 

A. — That is perhaps the case. 

figures given in the Bombay Excise Report? 
Cases of illicit distillation do not depend on wliether the ration was 
reached or not. 

A.— I have not examined tho Bombay report in detail and so I cannot 
say anything about that. 

Q.— I moan illicit distillation was found even in ]>laecs where ration 
was not reached. ' ' 

A. —-It may bo. The shopkeeper fmind it to his interest to sell more, 

Q. — Even under your system he would do so? 

..f ^ rationing is to be condemned 

on that basis. ' 

T/ic Presklenf. (J.— In the case of 
no limitation on prices or in the a 
which ease tho consumer would 
article. 

A. — Then tho consumption would decrease. I 
have no control. 

^ Q.~Is not your view that rationing would rather stimulate excise 
crimes 

A. Ceitainly. The figures of actual detection probablv represent a 
small percentage of the actual existing crimes. I have given the figures 
somewliere. You will please see the figures at the end of my nienioranWi. 
The figures given refer to actual T.D. major offences. 

Q- There has been a 50 per cent increase during the last two venrsf* 

A.— Yes. 

Q- Have you studied the Bengal .surcharge .system? 

A. — I have not studied that .system. 

Q.— As regards tho rates of duty, you are working towards uniformity? 

A.— Yes. In the majority of the districts the rates are more or less 
the same, and we are gradually aiming at levelling them up. 

1 ! <''5wsider “that provinces should have 

freedom to levy any rate of duty they like on locally-made liquor as local 
circumstances require”. Is that not a complete departure from the old 


rationing, the shopkeeper will have 
iLornative there would be a limit in 
pay an increased price for a highly watered 


think in Bombay they 




Q. — Then yon will introduce a fairly complicated system of control; 
is it worth while? 

A. — I think the principle of provincial autonomy is to allow provinces 
a free hand. To say whether it is worth while, one would have to wait 
and see how tlie system works. 

Q. — Would it not lead to complications between the various provinces? 

A. — As far as I can see it may give rise to certain difficulties. 

Q. — One of the previous difficulties was that Bombay would not admit 
the Madras liquor. It was illegal even to take a bottle of beer across the 
frontier in a railway carriage. 

A. — But 1 don’t think these difficulties are insuperable. 

Q. — Wo heard in Calcutta that the Calcutta dealers have to pay a 
certain duty as vend fee per bottle on liquor sold in Bengal and they have 
issued one price list for other provinces and another for Calcutta." Is it 
not exceedingly probable that if it is carried too far that the liquor would 
be taken just across the border and then smuggled back? 

A. — There is the possibility. But if the provinces vnrk together, I do 
not think there will be any difficulty. 

Q. — Is there any possibility of the i^rovinees w'orking together? 

A , — I don’t sec why they should not. 

Q. — You kno\\' the conditions which led to the arrangements of 1928. 
The Punjab refused to allow any charas to leave the province unless it paid 
a transit duty to the Punjab. 

A. — Don’t you think that they are now I'easonable? 

Q. — The mutual agreements are very much on the old arrangements. 
If you once beg n imposing a varying set of duties, there will l>e trouble. 

A. — I '"do not think the difficulties are insuperable. 

Sir Fercy Thoni 2 }son, Q. — ^Y’ou practically forbid country spirit going 
from one province to another? 

A. — It can be sent in bond. 

Q. — Why should not the same thing be adopted for foreign liquor? 

A, — Quite possible. 

The Fresident, Q. — Then e^’ery time you get a bottle of whisky you 

would have to take a pass? 

A. — ^Yes.' 

Q. — You began with your statement that the local] y-inade imitations 
do now enjoy the same freedom from restrictions as the imi^orted 
articles. 

A. — I think if it is a case of a private consumer, you can leave him a 
considerable degree of freedom. But in the case of a dealer sending con- 
siderable quantities from one province to another, you could have a system 
of something like transporting in bond as in tlie case of arrack. 

Q. — yY]\l it not come to this; supposing a man wants a dozen bottles of 
whisky from Calcutta lie will have to pay 8 annas more, but ho would not 
have to pay in his own province? 

— Then, you might get your liquor little cheaper. 

— Tliafc sort of situatioii has arisen s‘nce 1923. 

^ quite understand the difficulties you enumerate, but I do^ not 
think they are insuperable assuming the provinces are working amicably 
with one another. Plow are you going to levy this uniform rate? 

« Q, — By agreement between the provinces. 

A--1 think you are interfering with the autonomy of the provinces. 

Q. — It is rather the function of the Government of India to look after 
i liter-provincial trade. 

A. — I do not think they will do it. 

Q.— It is so in all the Federal Governments; that is part of the Amerh 
(‘an constitution. 

A.— Possildv. I am not familiar with the American const i tut iou. 
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tetey Thompson. Q.— Is there I'j-ee luoveiueiii al the jocallv- 

iHiiclo .stuff between the provinces? 

A. — I liiink there is. 

Mailra., fiilrtUla duu'i£o,s the 

A.-— 1 s,iijipo.se Calctitta charges a siirdiarge oil the bottle. 

(,b-— 1 do not think they charge the tariff rate. 

A.— There is an iinyort tariff i-ate ou toi'eigu li(j,u,r i,aj,on«l bv .sea. 

C^.— Is there not a coimnon rate for the iocally-inade stuff 

. . 

Ib;c.s’h/e/£f. I niay explain, ii; is in. this way. When tli© 

1906 Committee reported, it was arranged for and ali the provinces agreed to 
the tanff rate. It was said, tout they sJiould start upon tlio w afeW 
.s:^skm and induce tne nianiitaetiir€.rs to send in their stiiir into the ware- 

iiTnUes* K roThafe ’>«ck to the vafy- 

U^-ind the m-oviiico" t’s f P* hcniors from proviuco 
ana tilt pio^nuc A s i.ue is loner than the province B\s rate. Tlicrerorp 
,tou will have to make some arrungements tor that. ^ 

I hen there IS the rever.se ca.sc of adding n duty on tiu> ininortod stuff 
’(OU see no objection to that oitlierP ' impoirta scuii. 

A-— 'Will' .-ulding a provincial duty on u, it. You ni-.Tii on the, 

mentTfhuiiihZikrhivc t 

Q* Bengal and IJonihay a.i.’o now doing it". 

... s'wuld, say havring the difficulty that it would moan still furtho)' 

tatsing the lugh tarit rate on the whi8k\' which you have now, I do not 
see any theoreokcal objection to it. ’ 

Dr. Paraiijpue. t^.— Have you e.xaiuinod tlic food value of toddy? 

A. T cannot tell you exactb', hid T believe ii is alwavs suwDosed to 

Snick! totieiL^'harSFrlau 

The Pi'esldent. 
jiaratively fresh. 

A. — ^Yes. 

^ J)r. Ryder. Q.- 
oxcise admin istrat i on . 

A.— Yes. 

Q.-Suppose you had a policy of prohibition, why can’t you control it? 
croafeTftirexcLV™aff. of work and an in- 

usod^for toi!'tni5m,set~'^^’ ‘'“""-eil to be 

A.— 1 have not the slightest idea. 

Q. — What is your iinpres.sion ? 

A. — I cannot i:)ossjl)ly tell you. 

Rr. Ilydcr. (J. The ])ei‘suu draws toddy from the trees which are 
marked and has lo pay taxes for it. Ho you can be moj-e or less certain 
that no tan lias been dj*awii it a tree is not marked? 

A. I am rather less certain than more. 

Q.-As l^lxcise Commissioner, yon are not certain that out of 100 turi 
li'dt farit ’""y d'-«wng 

A.~I cannot tell you straightaway the projiortioii of that kind. 

■ Q. .[t has been put to u.s by some witiiossc-s in Afadrns that if thn 

tolfafon™ y'-'’ oocoanuts! Ho von coldd 

tvli at once and ^^oiild not have to trouble vour excise slab' 

venut'mlTwh" ‘-e- 


Q. But it has the food value only when it is com- 
~-i ho exislein.'O of the tree i.s the cardinal fact of your 









Dn Paran^pi/e, Q.— Supposing you at present tap 

6¥6ry ten^for toddy, your excise pre^ientiye 'staff liar© to see that 
mainittg nine are not tapped for toddy? ^ j „ 

A. — ^They are supposed to. ■ 

Q, — ^Consequently , if trees \Fere absolutely preroutecl from being tapped 
all you will have to do is to see that the staff look after ten trees out 
of ten instead of nine out of ten, so that their work will not be verv jnuch 
, increased. *■ ' 

A.™ It is not a question of looking after one tree or ten trees, but of 
nuliions: it would be a rather more difficult problem. 

The FreskUnt. Q.—How many trees are marked? 

A. — 'riie nuiulier .marked in terms of cocoanuts in 1923-24 was 248 000 
or mill ions. ^ 

Q. In terms ot j)al,niyras, dates^ etc., it. is something mucli bigger? " 

A."— Yes. 

Sir P«)-c.v ThoHumni. Q.— Even iissiiniing that the munber iapped 
was one ]n oO, would not the looldng after 50 give ytrn very muoli Fiioro 
trouble tiian iooKung alter 49 when you luivc one in 50 already tapped? 

A. ^Yes the nioentivo to illicit tapping woidd be enormons if it was 
entn’cly p roliii:) ; ted . 

I)r. llyder, Q.—Your difficulty would chiefly be in rural areas and 
out-o..-the-vva.y villages. Does eveiw inhabitant of a village in the ^[adras 
Presidency drink .5^ 

.A,— No. . 

Q. — ^Tliere would bo classes who would provide a very efficient clieck 
on those who misuse the trees. 

A. — 1 have stated in my written notes that, if you get a state of iiiib- 
hc opinion in which people who do not drink regard it as their dntv to 
bring to book those who do, you can work probiliition. 

Q.— In your villages, do non-drinking people show anv iiiclinni.ion to 
stop illicit practices.^ 

. „ A.— -Very little. They arc not prepared to trouble tlieinselves to give 
intorination to the public autborities and to give evidence in courts and tlnis 
incur unpopularity. 

. Q.— The unpopularity would not be very great, because the people, who 
drink are chiefij’ the lower classes. 1 don’t think the aamindars liavc anv 
fear in tliis matter. 

A. — I think they liave undoubtedly. 

The Freiiideid. Q.— Is it your experieiiee that you ever get any Iiein 
Iroin tJio private UKlividual? ' 

A.— \ou don’t unles.s there is some other rcai-on for his givio<‘^ ib In 
any case, ho docs not want to hare t.rouble. If there was an active scuti- 
incut .m the matter, tlicn things would be vciw nuuffi easier. 

T)r. Under. This policy of prohibition was tried in this country 

at a tnno when the efficiency of the central and iirovineial administration 
was nothing as compared with their present efficiency. I shall remi to you 
an extract from iMorciaiid’s book, wliicli relates to the period ITom Akbar 
to Aurangzeb. An .Englisli traveller, Peter Mundy, writing in his journal 
for 1632, refers to the ^dieavy penalties on distillation or sale of spirits. 
Near Allalm had supplies^ could be obtained from stills, but furtiier emst 
none eould be .had tor any .money, there being a State proiiibition irlth 
dojitn 10 the jinny with whom sujsjdies were found.” 

A.--lt might be possible that there was a strong sentiment in limited 
area.s, Init there is also evidence of the prevalence of dniiikenness in those 
days. 

Ihe I res -dent. I read to you another extract irom a Aliiham*- 

inadan irstory.f^ Ztauddni .Jhirni says: — 

^Tlruakards were driven out of the city into the eoinitrv and iho 
enormous taxes which the State had derived from the sale of liquor ami 
drugs (and trom gambling) liad to be struck off tlic revenue Ihui!.- T 
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Sultan gave the otdev to remove from the pahu-e ail cieea liters, glasses and 
bottles. The bottles of wine were also taken i'roiH the jissenihly moms in the 
palace and poured out, and the quantity of wine thus thrown a wav ivas so 
great that pools and puddles were formed as in iiio rainy " season. 
The Sultan Alauddin also discontinued Iii.s drinking parlies and he told 
the Mialiks to proclaim that it was his order that no one slioiild drink or 
sell wine or have anything to do with wine. Bistillatioii, lioivever, con- 
tinued ami wine was smuggled into the city of J3e]hi in leather receptacles 
hidden in bundles of grass. Guards were therefore posted at the gates to 
examine everyone entering and smugglers were seized, beaten, fettered 
and thrown into prison or into wells, but still people went into villages at 
a safe distance to drink and some wore so daring as to continue to'^distil 
in their own houses in the city itself. 

Dr. Ilyder.^ Q.— They were enforcing a jiolicy of prohiliitiori and T 
.must say that in tlioso days, chiefly the peo|.»le living in the palace were 
the greatest consumers. There was not a, Muhammadan Emperor who did 
not drink except Aurangzeb, but that does not show that the whole countrv 
was full of liquor. 

A.— It was, I think, full of toddy. 

The Presidcnf. Q. — The extract goes on to say: 

'^Tliis early and whole-hearted attempt at prohibition in spite of 
tsanctions’ had finally to be abandoned, for the Sultan gave orders that if 
any one distilled spirits privately and drank the Jiipior in seclusion without 
having a jiarty or assembly and without selling it, the spies were not to 
interfere with him, nor enter his house nor apprehend him.” 

Ion actually have heeii making some experiments on proliibitioii in 
this province? 

A. — Yes, in arrack, In certain taluks thev have removed all the 
arrack shops. 

Q.“— You have no liquor shops in the xigency tracts? 

A.-— No. A certain amount of free distillation is alio we I there We 
have gone further than that in the last year or two: we have withdrawn, 
for example, all the arrack shops in tlie TenkasI taluk in Tiiinevellv dis- 
inct and in some other areas. 

got a jirohibitloii of sale to the liill tribes in the 

Nilgiris? 

A. — ^I'es. 

Dr. Kyder. Q. — Is toddy also proliibited? 

A.-™There exists no toddy in the lulls. The sa.le of liquor to tho hill 
tribes IS prohibited. 

Q. — Has this experiment been suecossful? 

A.— It is rather too soon to .say wliai the elfect is, as this is only t]»e 
second year the experiment has been in force. 

President. (J.— Not long ago, yon i>i'ohi!)ite(i the location of all 
toddy in the Balem mumcinality ? 

A.—les, tlie sho]>s were removed out of tho nmuieipality. The only 
result of that was that the shoi>s all round the municipality sold corres- 
pGiidingly more. 

Q.—So there is no imwillinguess on tho part of Govermueiit to experi- 
ment With prohibition whei'ever they think tiiej'c is a chance of success? 

A. — That is so. 

Q. Meauvihile tiiere has boon an e-noi'inous closing down of I’cen'Cs for 
shops? 

A.—Yes. 

, Q— You say tliat “tlie iucrease in rentals is out of all propoi-tiou to 
tlie increaso in cousiiniption and tko only possible hiforeneo is that the 
reduction m the number of shops has c-ont,-ihuted to a considerable increase 
m tho value ot the shops that romain'’!- 

: A.—I have gy-en soip figures about that in answer to Q, 74. The aver- 
age rental per .shop m Madra.s has risen since 1902 by 2,100 per cent. 
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Q.— lou show that tlie duties on ganja and opiaiii arc practieallv nni- 
forinly levied. Is it not desirable to get a basis of iiniforniity for the 
V'hole coiintiw ? 

A.— I slioiild not think there is any very great objection to it. We 
do co-operate in Madras with the neighbouring provinces in the matter. We 
raised our duty on opium to something corresponding to that of the neigli- 
. .botirlng' provinces. 

Q.— In the ease of opium, you would not like to give up the auction 
system, ]'.ecause it brijigs you a large revenue, but there is fjuite, a con- 
siderable amount of duty-paid opium going to Banna. 

A.— Yes. 

Q.—You deal with that by rationing? 

A. — Yes, If a sliopkceper is found selling a suspleiousiv largo amoiiiU 
u'o ])two power to say that lie should sell only so imicli per' month. 

— Is it not open to the same objection as rationing of liquor? 

A. —I don’t llii-iik ve ration more than half a doz^on or ton shoirs. 

Q. — Supposing that continues, tlie smuggler udi] pay the shopkeeper 
a high pi'ieo for tlie siniili amount ho gets and the legitimate consumer will 
■get none, ■ , , , 

A.— He might do so, but the consumption of opium is nob so common. 
The consumers cf opium are quite few as compared witli the consumers of 
arrack. 

Q. — Do you also find a considerable amount of adulteration and tam- 
pering with tlie cake with a view to smuggling? 

A.— I don’t thiidv we have had many eases of that kind. We have had 
one or twm cases in wiiich bogus cakes w'ero found. I think it ivas a trick 
of the smuggler or the informer. 

Q. — ^liYere they cakes of ojiium? 

A.— Information was given that opium w’as going through, I can re- 
collect one instance in wiiicli, when it was seized, it was found to bo 
cow-dung with a tincture of oi3ium. 

Q. In Burma, Assam and other provinces we have been told that the 
shopkeeper is made to cut up his cake into pills, each having the weight 
of a two-anna piece, w'rap those up in paper and keep them for issue 
to the consumer and it h.as been suggested that instead of each individual 
shopkeeper doing that, you can have them jnit through a pill-making 
machine in the factory and issued in sealed bottles of pills. One advantage 
of this is that the consumer ivould be sure mat he gets what he pays for, 
and the othei- advantage is to defeat the tampering w'ith, and adulterating 
of, the cake. 

A. — I have not come across any cases of complaint agahist shopkeepers 
for issuing adulterated opium. There have been eases in which shopkeepers 
complained that the opium issued from tlie taluk treasuries for tlieir use w'as 
deteriorated. 

Q.— YYould yon object to trying this system if the factory undertook to 
make the pills? 

A. I don’t think I w'oxiid: but I do not know’" if it would serve any 
useful purpose. I think it w^onld be more expensive to jint it on the market. 

_ Q.-~Yon have given us a very interesting note on the Bill to amend tlie 
up Him Act. ■ 

A.— We have had a reference from Government about it recently. 

Q.— Is it a provincial Bill to amend the Imperial Act? 

A.“-“P reposals were sent to the Government of India to amend the 
Imperial Act. One of the difficulties in w^orking the present Act is that the 
police are ill charge of eases under the Act, AYe w'anted to bring it more or 
less into line with the treatment of other ahlmri eases. 

Q.—To turn to your appendices, you say that there is a j-ediiction in 
• arrack as compared with 1913-14. Prom 4.4 nroof gallons 

111 1913-14 the consumption tell to 3.7 proof gallons in 1923-24 per hundred 
ot the population. * 

A.— Yes. 
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Q.— Has youv attention been called lo Ibe enclosures to tLc last Central 
Provinces rei)ort ? 

A. — Not officially. 

Q. — Tliat report shows Madras as having decrease of nine i)er cent. 

A, — It comes to about that. I should tliink that the figures are fairly 
accurate. 

Q. — You have nothing like the decrease iu the Punjab and the Central 
Provinces ? 

A. — No. The Punjab have been going ahead I'ather faster than they 
should have done in the matter of raising 

Q. — They admit there is a very large rise in illicit coiisuiiiption. 

— Yes. 

Q.— May I turn to your report for iabt year? You say that, tho reason 
for a fall in consumption was that Vetapalein gaiija was mainly issued and 
this ganja was reported to lie not of good quality. Atq you giving up that 
particular class? 

A, — No.^ Government decided to try the method of taking ever tlie 
entire crop from the growers. It was found very difficult to make the growe]‘.s 
look to the quality of the stuff'. In ] 920-21 and 1021-22 tliey started 
the plan and the result was that we had to take over a very large quantity 
of very inferior ganja which we have since been trying io get rid of to ihe 
detriment of our revenue. 

Q,-— It must be too old. 

A. — I am proposing to burn about Us, 20,000 wortli of it. The stuff is 
not really fit for consumption, 

Q. — You tried a State monopoly and that failed? 

A.—AVe have now^ gone back to the old system of the ryot cultivator 
taking it to the middleman who is not allowed to charge more than a certain 
],>vic8 to the retail sliopkeeper. 

Q. — You are up against the old middleman diflicu.lty? 

A. — It has not yet croi)X}ed up. 

Q. — ^You say that some sotw'' liquor seized by the Inspector of 

the Madras Towm Circle was found to contain 23 per cent of proof spirit. 
Has there been any increase of that? 

A. — I think the closure of toddy shops in Aladras has stimulated the 
manufacture of tins liquor. It is made of rice in Madras. 

^ Dr, Ryder, Q. — ^Is thei-e a good deal of smuggling of opium taking place 
into Burma from the Madras Presidency? 

A. -—I think a good deal of it is fi-om India: I don’t know if it m 
from the Madras Presidency. 

Q.— Does a good deal of smuggling take place from Karikal? 

A.“~“A',es. It is the work of smugglers in tho interior who lia-ve aaeiits in 
Kankal. 

Q.— Do they buy the opium from the Govejmmfmt factory at Qhmipur?^ 

A . — They buy it from shops, 

Q.— -Does any of this opium go to the Straits? 

A. I am not sure of it: 1 think most of it goes to Burma. 

The President. Q. — good deal of ganja goes to Ceylon? 

A.—Yes. 

Q. — And to Burma? 

A.— Possibly : but it pays them to pay the duty and vet smuggle 
I^suppose that the price they get in Burma is so high that they Van afford to 

heref ’’ Q.— Ymi have the system of tree-tax for todciy 

A.— Yes, 

' Q.~On the whole, has it been very successful P 

A-— Yes, it is bringing a big revenue. 
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Q.— Klsowliero it has not been successful. Do you kuoT^- of any special 
{‘oiKiiijoiis ill Miutriis wijini iiiciko it [>os,siI)l€i to colloct the troc-t£ix iSJitis}- 
iactoriJy that do not exist in other proAduces? 

A.-r-I think the principal reason is that this Government took it up in 
earnest and for many years they were ruthless in their administration 
or the aalmn laws. 

Q,— You liaA'e a larger number of officers Avho can control it locallv as 
.compared ^ AVI th other provinces? 

A. — I slioiild not think so. 

The PresidenL Q.— You had 10,000 ahhari officer 
30,000 cases here. 

.'A.— Yes. ■ ■ 

A'/r Percy Thompson, Q.~~U GoA^ernment chose to take it up ruthlessly 
in obiier pi’OAuneeSj there is no j'eason wliy thej’ should not succeed. 

,, — f that. You cannot enforce that sort of thing in 

^ t" ITiii ted Provinces Avith the same ease Avith Avhieli you 

or^fche^^people I'ossibly it has something to do with the temperaihent 

Dr. Hyder. Q.— Now .vou do not have anything like 10,000 men? 

A. — I think the nuinlier at present is about 3,000. 

Q. — Did you dismiss 7,000 men? 

1 , number has been reduced. The tree-tax sj^steni Was begun 

about 1884 and gradually Ave extended the system to groups of districts, 
with the result that niue-tenths of the Presidency is under the tree-tax 
system now. 

Q.— Have you looked into the possibility of raising the same amount of 
iweiiue (it you prohibited the tapping of trees) by way of a coeoanut tax? 

. A.Wt would not cover the ground, because a great deal of the toddy 
Avluch IS ■taxed is not ironi cocoaniits at all. The Deccan districts mostlv 
get their toddy from the date, and four-fifths of these dates are wild.' 

Q. Is a large quantity of toddy drawn fj*oin the date palm? 

''A,— Yes, ■ 

Dr. Pamnjpye. Q.-^-Fi-om the palmyra? 

A. — It is more in the southern districts. 

Df . Uyder. Q. Does the eocoaniit xialm tree preponderate in this Pre- 
sidency, or the date and palmyra? 

A. I could gi\e you the ligures if I had them. It is a matter of the 
locality more than anything else. On the West Coast, the coeoanut pre- 
ponderates very nmcii. pit 

Q. ^^Vhat haA’'€‘ a on in districts adjoining the Nizam’s dominions? 

A.-TImre we have some eocoanuts and some palmyras, but, generuilv 
speaking, the toddy m made from dates : Avhen you get to the central 


and you jiroseciited 
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JJr, Jlifder. Q.— He would reoouj) liitiiself by selliiig {‘.(icoamit^ to people 
wiio consume cocoaiiiit oil and oUiers: probably the foreigoer.s woidd luivc to 
jaay a pari, il' limy caj'e to have the <'ocoanuU. 

A. — *\es, but I think there would b(‘ ol>jertio»? nii il»e part, ni’ tin* 

eultiyator. 

Q. — Tile suggesiiou liuit is jmL forviard is this: that if the Gorertuneiit 
prohibit tlie tupping of trees, it could laiise, though not the entire amount 
of revenue, but certainly a large portion of tln‘ revenue, !)y putting some 
lax on, the use of cocoa nuts in the couiitiy. 

A. — it the man has 20 trees, lie allow.s one or two to be tapped. He 
gets his return from them and he has not to ]>ay anything o!i the remainim*- 
18 trees. Your proposal is that lie should pay .something on Idu' wholo 
twenty. ■■ 

The rrcsident. Q. — Would not tlie proposal also involve the taxing of 
a ivinnber of jjeople who never let their trees for tapping? 

A.y-Yes. On the AVest Coast, the number of trees used foi- tapping 
toddy is very small compared to the number of trees in existence. 

^ Dr. Mtjder. Q . — Then there is no diliieulty really for the Oovennneiit of 
this Presidency to embark upon a policy of prohibition, if the eocoanut trees 
are chiotly put to the eocoanut use in the AVest Coast, then there is not imiefi 
liimeulty aliont illicit tapping of trees ihere. 

A.y-i only say that the numlier of trees used for the purpose of lapping 
toddy is comparatively small. There are plenty of iilicn’t tapping cas.\s on 
the AVest Coast. 

The Preskhntf. (}. — Actually the AA^est Coast contributes 2,002 such ea.se.s 
out of 6,623? 

A,— Yes. 

8jr Percy Thompson. Q . — Have you any idea of the value of the crop 
from tiie eocoanut trees? 

A. — I am afraid I cannot toll you. 

Q. — AAliat would be the relation between this value and the tax? 

A. — T cannot .say that. 

Dr. fijfder, Q,- -That 2 - 2 - crores is not entirely to be ascribed to the 
toddy?. 

The President, Yes^ it comes from it. 

Dr. Paranjpye. Q.— Have you got here mohm trees'-^ 

A.— Yes. 

Q.—Aro they used for illicit distillation of liquor? 

A.y-Yes, though wc do nob sufi'm- fj-om it to the same evfAnt oc 
Central Provinces or Bombay does. Jn tlio .X-ency a.ul .some' other traSs 
there is a good deal of nmlma grown. riact.^ 

F-residenl q.— With regard to court-reejs, you sav “]t oimAn™ 
legitimate to tax ability to pay as exhibited liv resold to the laiv"’^ ^ 

A.— Yes. 

Ttr. Pnmnjpye. Q.— Woiild yon increase the iminher of cases dealt will, 
by courts tn forma pauperis? 

. ^.A-*~Tliere is a, great difficnlty, I admit. No doubt, you should not denv 
justice to the poor man. ‘ . ‘ 

Q. ^You think that the court may give him an oppoi'timity F 

A. — I think there should lie some means of giving relief to him. 

Dr, Parcuhjpye. Q.— AVouid you increase the number of eases dea,lf. with 






l)i\ Under. Q. — Your paiichayats and village couj'is are iaking a ('('riahi 
number of cases? 

A. — Yes; I do not remoniber what the powers of the village courts are. , 

Q. — A large maiority of cases will he settled in those courts if they are 
given sulficienfc powers. 

’^voiild not like to say what would be the effect. But at present 
the jurisdiction of those, courts is liuiited., 

they function well, with lapse of time you can increase the powers 
of the.se village courts so a,s to reduce the excessive litigation in the higher 
courts.... ■ . . . 

— pimt is the idea; luit the trouble is whether have been function- 
iiig well. 

Q. — How long have they heen in operation? 

A. — There have })een village courts for tjuito a long time — at least tor 
20 years or more. But within the last few' >oa,rs they have passed the new' 
Ac.t and revised j>ow'e]‘s have heen given to them, (generally speaking, 

1. d<uiht il‘ these cf)urts a.i*e any improvement on the old one.s. 

fj. — You think tluit the poor j)eoj)lo and the Ioav class of people do not 
get justice at the hands of these courts? 

A. — I do not say that ; hut they often think they do not. 

Dr. Paranjpne. Q.— Have you evei' lieard complaiuts that the poor man 
finds it very difficult to get justice wdieii the other party is a rich man? 

A. — Y'es, frequently: but that is not peculiar to India alone. 

The Presldenf. Q. — You say “There is no compulsion to take out prohatc 
or letters of admiui.stration” ? 

A. — I do not think tiiere is. "What I mean is that a man can pass on the 
pro])erty without taking the probate. 

Q. — He must, if he is a Christian or Jew or a Parsec luid so on. 

A. — I think there is a good deal of proi)erty passing Avitlsoufc the probate 
being taken out. 

Q. — -Could you give us your experience, as a ]\ [ember of the Board, 
of the operation of section i9(c) of the Court-fees Act? The difficulty is 
that it makes the penalty compulsory. The Act does not allow' the Board any 
option. ^ 

A. — I do not reineinher any cases recently. 

Q.—Perhaps jHr. I\[iithusw'ami Ayyav^*- wi’ll bo able to say something on 
the point. 

Mr. Miifliuswaml Ai/yor. A.— We do not levy many penalties iiowiidays, 

Q.-'-Tlio difficulty is iliat the Board has no option. 

— ft has option. It can remit the whole penalty. 

Q . — XTiider w'luit section? 

tlie ])i’oviso to section lOic). We were levying Lhein some time 
back; ])ui:- now' we do not get many cases. The proviso to tlie section says: 
“Provided that, if the application be made within six months abler tiie 
a.scertainiiient of the true 'S'aiue of the estate and the discovery^ that io<i 
low' a court-fee was at first paid on the probate or letters, and if the said 
authority is satisfied that such fee was paid m consequence of a umstake or 
of its not being known at the time that some particular part of tlie e.state 
belonged to the deceased, and without any intention of fraud or to delay 
the payment of the pro])er court-fee, the said authority may remit the said 
l>enalty, and (^ausc the probate or letters to lie duly stamped on payment 
only of ' the sum w'aniiug to make up the fee wliich should luivc been at iirst 
paid thereon,*^ 

Q -—If the partv values a- piece of land at Es. 1,000 and the Collector 
thinks it is w'oiih Es. 5,000, then a penalty can be imposed. 

The witness. A.—I remember having remitted a good luimber of cases 
wdtere it Ims been sliown that the man did not intend to defraud or delay. 


’* Who was present when the evidence was takem 
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Q.-— I think there have been ji 
registers the sale-deed and values the land 
there is no provision to remit a part. 

I 1 ol' that kind 

1 should retuse to i-emit. 

Q. You recommend that the prol>ate duty should be gra 
leierence to the value of the estate; and you don^t think any c 
as practicable; and yoxi would extend the probate law to all com; 
A. — Yes, it comes to that. 


good number of cases where ir 
tit about lialt the- luihie. 


came to me 




19th May 1925, 

OOTACAMTOD. 


Present 


M-i\ H. B. COaiTISH, Bar.-at-Baw, Administratoi'-General^ 
Madras^ was e:8:a2mned« 


governed by the jMitaksIiara hnw, A cojiarceaier cannot dispose 
his undivided share in joint pt-operby, because at the niomeiit of 
undivided share accrues to Iiis surviving cojiarceners. Even if f 
leaving separate property wliieh vdll vest in his executor or adi 
the undivided share wiii not so vest, Init will pass to his 
coparcenex's. 

Section 4 of tlie Probate and Adiiiinistrabion Act V of 188 
safeguards the right of survivorship. ‘‘The executor or admini 
the case may be, of a decea-sed^ person is his legal reiireseiitat 
pui’xioses, and all the iiroperty of the deceased person vests in hi 
But notli'ing herein contained shall vest in an executor or ad 
any property of a deceased person wliich. would otherwise Jiave 
survivorship to some otlier person.” 

vSuryivorsliip is an element of tlie English system of joint te. 
in English law the share of a deceased joint tenant, whether in ■ 
real projperty, survives to his co-sharers or co-sharer, and wiii i 
tile execiitor or administrator of the deceased [see Wiliiams on 
volume I, page 486, and La ml Transfer Act 1897, section I (1)], ’ 
sucli share v'iii not pass to the executor or administrator, it is 
,siiccession duty and estate duty. The Succession Duty Act, 1853. 
provides: “Where any persons shall jiave any property veste* 
jointly by any title not conrerring on them a snccession, anj 
intej-cst in such ])ro])erly accTuing to any of them by survivorsh 
deemed to bo a. succession.” The ‘successor’ is accountable foi 
(section 42). The Finance Act, 1894, treats property passing h 
shill as property passing at death and liable to estate duty. Ti 
is accountable for the duty on the property which the deceasec 
peteiit to dispose; and executor means executor or adininistrat 
eludes any i^erson who takes possession of or intermeddles with tl 
of the deceased [section 22 (i) (d)]. But in respect of property foi 
executor is not accountable, any person to whom property 'pass 
benelieial interest in possession is accountable [section 9 (4)]. Th 
tlierefore, is not accountable for duty on property wliieli does i 
him; ])ut {he person to whom ib pa.sses is ranxle accountable. 

.Pi'ubate duly is not |>a,>'j.d)ie on property nliicli pays es 
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liiiaiid Uoveiiiie Act, 1881). Aacl if assets of the deceased ^\ere rocoveriif>lo 
by virtue of the probate, probate duty v'as payable (A. G. os. Briinniug, 
8* H.L. Cases, page 259). 

2. Although according to the rule of survivorship ilu* uiulivided share 

of the decoa-sod coparceuer does not vest in his oxeentoi' <jr administrator, 
but accrues to his* surviving coparceners, it has been held that this rule 
must give place to statutory requiretneuts of a. title l>eing established l)y 
probate or letters of adiuinistration, Tlio Imperial Bank of India Act 
(XLVIt of 1920), which ^ has replaced iiie Presidency Banks Act and tlie 
Indian Companies Act of 1913, ompowc\r the bank or a conq^any to require 
the j)roduction of probate or letters as a title to the &ha]*e.s of tlie deceased 
shareliolder. This right of the ])ank (ujuler section 23 of the Presidency 
Banks Act) was challenged in Bank of Bomhay rs. Ainabalal, 24, Born., 350, 
whore it w^s claimed that, the surviving eoparcenei* had n right ly svn- 
vivorsliii) to he registered as tlie owner of bank shares which had stood in 
the name of his det'eased copai'cener without ilie necessity of producing 
letters of adininisli-ation. Tn the course of its judgiuciit, the court said: 
“It has, however, heon argued that in view of section 4, P. and A. let, 
section 23 of tlie Presidency Baiilis .let cannot lie treated as applica- 
hJe. . . . . it is said tliat inasmuch as the benoheial interest in the 
share passed l>y survh’orsliip, the share would not, according to the words 
ol the section, I'ost in the oxeentor or aclministrator. But the argument is 
based on an obvious tallney ; it confuses the legal title and the beneficial 

interest, and assiiiiiod that because the lieiieficiai interest has survived, tiie 

legal title must iollow suit. But, as 1 have pointed out, it is with the 

legal title alone that we are coiieei-ncd’h And it was lield that the hank 

couid require the survivor to proihn-c haters of administration. Beference 

may also ho niaclo to two other Bomba, v decisions Tlir of 

Ahmcdahad^ 27 Jiom., 1.49, and Kashmalh v. at*wnu)aha}, 39 Bom., 245-— 
which have ostahlisheil the principle Unit if pn/nale or letters of administra- 
tion be essential to establish a title to property, the appropriate court-fee 
ciiai‘geahle uudor the Court-lees Act is payaliky, notwithstanding that the 

question is tlie joint ])roperty of a family go%’’ernecl bv the 
ALitakshara and passed liy survivorship. 

The Aladras High Court, too, in JJa Desu. 33 Alad., 93, lias held that 

a Hindu fatliei* cannot he said to hold Iris own. share u.f joint ancestral 

pro])erty “in trust not henefteially^’ (within the wovda of exemption in 
annexiire B, schedule III of the Court-fees Act) though he may be said to 
hold his soids sliai'e in that way. II itierefore a son required letters of 
administration to the joint family jiroperty on the father's cleatli he must 
pay ad valonoa duty on so miicli of the property as was not property held 
“in trust not beneficially”, i.e., on the fatlierls share in the proxierty. 

3. The above authorities .show' that the property of a deceased co- 
parcener w'iiich passes by survivorship can lie subjected to ti compulsory 
administration and levy in compliance wdth sjiecial statutory requirements. 
It follows, therefore, that there can ho nothing uiiica.^onable or impracti- 
cable in subjecting such property to the same obligation for the express 


The value of tlie undivided share, il is suggested, shoukl be Uie value 
ai bliai share on the looting ilial a pailition of the ioint propertv had 
taken place immediately preceding the death of the dk'eascd eopammer. 
The same principle would a.pi)ly u> a memlH'r (jf a Halaimr fanrad, where 
partition can only take place witli the consent of all the members of the 
tamarh nnd not, as in the case of a jniid Hitak^hara Hindu family, at the 
instance of a single coparcener. 

Any measure passed with this object '^^onld have to make it cleai' iliaL 
the pi'operty of the deceased which would otherwise accrue to the suivivors 
should, for the purpose and to the extent of the duty leviable for proba/ie or 
letters, he deemed to vest in his executoj- or administrator. 

4, To ensure the obtaining of probate or letters some compulsion would 
he necessary. At present the only direct compulsion is ujmn Eiirojiean or 
Anglo-Indian estates wEich, if over lbs. 1,000 in value and unadministered 
by epcecutor or next of kin of deceased wdtlrin one inonbli of death, must be 
administered by the Administrator-Genera.!. In (''onsider in g this nspeet of 
the_ matter it may be observed that the freedom of Hindu and Mubaia-^ 
madan estates from this compulsory administration apjiears to .rest upon 
tomcnv taken by the courts in India at a veuy early period, blnit io comnel 
Hindus and^Midiiainmadans to obtain probate or letters would be a viola- 
tion of the Statute 21, George lU:, chapter 70, wliich provided that Hindus 



{lild iMiihaniniadaii.s were to lio-vo their own law of iiilierifcance and } 3 W,t'ces- 
Sion [see SiihhhorcJnwclers ease <1849), 1 Taylor Bell, 39]. But this freedoiii 
has, as already shown, heeri to a certain extent abolished by the statutory 
re(liiirement>s ot the Bank Act, etc. In cases, too, where the Hindu Wilis 
Act, 18/0, jjpplies, no executor or legatee can establish in a court a elairu 
under a will without jirobato of tliat will. 

In England there is no statute directly compelling jirobate or letters ; 
but the Stamp Act (55, George HI, chapter 184, section 3) provides a 
penalty ior taipiig possession of or adniinistering the effects of the deceased 
wiLbout obtaining probate or letters within six months of the death. It is 
suggested that a similar ])rovision would he appropriate to j^ersons exempted 
iroin the intervention f)f the Administrator-General under the Administrator- 
General’s Act. 

^ 5. It legal re}) resell tation is niade compulsory for all estates, the provi- 

sions of sections 187 and 190, Indian Succession Act, should be made to 
apply to all. There could be no hardship in recxuiring the production of 
jjroliate oi' letters as a condition to f‘stablish.ing a, claim in respect of the 
estate in a court of law. 

The limit of Bs. 1,000 fixed for compulsory administration by the 
Administrator-General’s .let (section 9) should, it is submitted, be 
limit for all estates. With regard to estates below lis. 1,000 no court-fee 
is Jenabie for a grant of probate or letters (article 11, Court-fees Act 
18/0). It is suggested that where probate or letters w^as or were not com- 
pulsory, a pei'son desirous of recovering debts due to the deceased should 
be left to obtain a certiiieate under the Succession Certificate Act VU of 
1889, or under section 31 of the Admin istrator-Generars Act. ’ 

. To obtain a certificate under the former Act an ad ralorein dntv is 
levied on the amount or value of the debt to be recovered (2 per cent up to 
Ils. 5,000 for a certificate granted by the Administrator-General) ; 3 per cent 
coiniriission is chargealde on the value of the estate. The Administrator- 
GeneraTs certificate can only be granted when the value of the assets of 
the deceased does not exceed Ils. 1,000, whereas a certiftcate under the 
former xVet can be given irrespectiA^e of the value of the estate. 

It is submitted that in the event of all estates above Ils. 1,000 in value 
being subjected to coinpulsory admin istration, the Succession Ceidificate Act 
should be limited in its application whei-e the value of the estate did not 
exceed Ils. 1,000. 

Another matter that may be referred to is the furnishing of sureties re- 
quired by the testamentai-y rules of tlie High Court. There is no doubt 
that it is frequently most difficult for a party applying for a grant of letters 
of administration to procure the necessLiry sureties." It is suggested that 
this difficulty might in some way be met by giving tlio Court a discretionarv 
power to dispense witli sureties as under section 81 of the English Court of 
Probate Act. 


■ Mr. Gornisli g’ave oral e¥idesice as follows:-— 

The Preside lit, Q. — You are Administrator-General, Madras? 


Q. — Yon are the author of certain books on Hindu Law and you were 
a member of the Death. Duties Committee of 1922? 

A, — Yes. 

Q,-_]3efore we go into details, I should like to know a little more clearly 
the inter-relation of the various laws relating to succession. There is a 
note attached to the report of the Death Duties Committee on the subject. 

A. — We 'were limited by our terms of reference to making suggestions 
as to the possibility and feasibility of introducing death duties on the 
English model : the result of our report -was that ^ve suggested that an 
estate duty might be levied on the English model. The suggestions -we put 
forward -were in the nature of an experiment, and the Bill that has been 
drafted, altbongli giving effect to our suggestions, is hardly a very -workable 
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Q.— Before we coino to the lany f ]*efer (o the i 

T was rofcrriug to the iiole by .Mr. l<\?UuU}m 

note give n siiffieieutly fall aecouiU (h* Uie oxhtiug hwt 

A. — It is a very full Hiirrimary of the htw . 

i: nmiiing throiigli tho roeapiliilat 

or the Beport of the Death Duties Ooniiuittee and lettins; ns 
nili' summary? . ■ ■■ . . . ^ ' 

A. — There is a mistake with regard t 
there are three forms of legal 
of administration^ a certiiicate uhieh is 
Certificate Act, also a certificate 
when the assets are below- Bs. LOilO 
an executor. If no executor 
letters of administration will he granted and that 
stration with wdli annexed is 
interest under the wdll. Jf tlr 
granted to the next of kin. 
no distinction between an executoi* and 
Succession Certificate Act which v 
the collection of debts and, as I said, there is 
under the Administrator-GeneraPs Act 
obtain legal representation is concern ei 
provided hy section 9 of the Admin is 
suys: In the case of any person -who i 
Act (and exempted persuns are Indian 
Parsis and Biuldhisis) leaving assets <‘Xcecdin<»- B, 
leaves a will and his executor does not prove the 
a will and his next of kin takes • ■ 

withm a period of one month fu... 

General is bound to step in and prove the 

S'tT^ I C7‘C}/ 2 Jiofiijfsoii, Q. — "Supp 
trator-Geiieral steps in, hoiv does it 

A.— It simply means tliat ilio Adm 
charges his fees. These vary in. ditf 
starts tvith 3 per cent for Bs. 1 .00(1 • 

4i- per cent, 5 per cent, etc., up to 7’’ 
cover the expenses of the office, it nnn^ 
the expenses a private admin i.stral or 

Q.-— Do they cover what tlio ]>rivi 
of duty? 

separate. He pays a court-feo under 
Act. Over and above this, the commis.siou niav he set olf a 

in one ol: Mn. Biiley s notes he gives a case where very hea 

foivsome' Indian.. Christ 
was suggested that ■ tiia 
,re, because .a client 
call, on him, or.;, writ©,: to., h: 
to,' a , charge' . each ...tiro,©*''':''''',' 
y'^froBi ,m: haneficiary: 
iciior, that would ha 
Gene raPs c‘onimi ss ion 
the Court-fees Act. 

^ „ I represontation 

Adrni 1 1 isl r a t or- G e ner a P s i 


o imniovalile property. At present 
representation. There is a probate or letters 
grantahle, under , tlio Succession 
grant able by the Adinimstrator-Oeneral 
. A j.H‘ohaie can only be granted to 
•IS appointed^ by a will and there is a will, 

- grant of letters of admini- 

made to tlie person who has the greatest 
ere is no will, letters of admini.stration are 
Apart from the form of the grant, there is 
an administrator. Tlim there is the 
was passed^ tor the purpose of facilitating 
. a certiiicate which is granted 
feo tar as any direct compulsion to 
the only direct compulsion is that 
•afcor-GeneraPs Act, which in effect 
oxem]ited person under the 
1 luistians, Hindns, ^iuhaiinnadaiis, 
1,000 in value, if he 
, ,,, : - .w.i,i,i or, he, dies, not leaving, 

► steps to obtain letters of administration 
Torn the (late oi his death, the Administrator- 
- —3 Will or administer the estate. 

3osiiig that does happen and tiie Adminis- 
]) rej iidice the people <!on corned ? 

iuisirat{n‘-Generai administers and 
crenfc ])rovjnces. in ,i\fadras the fe© 
It IS d pen cent for Bs. 2,000, then 
per cent. I hough the ;fee is meant to 
■ oJso be .taken as, a set-off ' against 
would otliciwvise ineni*. 

ail' nduuntstrator mjiild pav hv wav 


J-vrr. JBirley's notes lie gives ; 
thing like 15 per cent) wore chargi'd f 
the purpose of getting a grant. Tt n 
heavy impost. It might or miglit not ' I 

a solicitor to obtain a grant might ( ’ 

and the solicitor or vakil is entitled t 

'fn "" day from a bene; 

those letters to a solicitor 
considerably.^ Administrator-Genen 
court-fee which is payable under C-x 
are dn'ectly compelled to obtain legal 
subject to section 9 of the Avh. * 
means Europeans and Anglo-Indians. " 

Q- — How do you come to kno-iv of the death nf 
person in the cases where you have to step in? 

mofussil, it is the duty of the District Judge to report the 

Sf chigt of P Administrator-General and to 

represenktion 



Q. — Tlie District Judge has no niaelimery to ascertain the death , while 
the revenue authorities may have such machinery. 

A : — T know of cases where the death has come to notice years after- 
wards withont nny notice uP the death being given to the xidministrator- 

Oeneralv^ v . 

Sir Fer(‘ij Thompson, Q. — In England, everybody takes out probate or 
letters of administration; they do so simply because without it they cannot 
deal with any assets of the deceased. 

A. — There is no escape in England. 

Q.—You cannot deal with tlie assets of an estate in any way until 
you have taken out probate or letfcei’s of adininistratioTi. 

A. — It may be so here. The other day, I was given an Anglo-Indian 
estate to administer. A lady died and the cliildren wanted to realize the 
propei'ty wdiicli had to hc^ sold. No purchaser W'Onld give any price for it 
without the production of a inubate or letters of administratioji. I then 
found that the hiishaud had died six or seven years before, leaving a wull. 
There %vas no necessity for the family to do anything until the widow’' died. 
That meant a double administration at tbe same time: the husbandbs and 
the wido\vbs estates had to be administered. 

Q. — Tn England.^ supposing a husband died leaving something for tbe 
siipport of his wdfe in the way of shares, would the company i^ay her tbe 
dividends? 

A. — No; that is the same here. Such cases do occur pretty frequently. 
Tjegal representation is nob taken out, because there lias lieen no urgent 
necessity. ' ' ■ ■ 

Q. — ^Tn the case you have mentioned, the wdfe’s income might be from 
land in wdiicli case it is simply a question of changing the name of the 
owner, and there is no particular point in getting the name of the owner 
changed. 

A. — Yes, x>t'ople die without the fact being brought to the notice of the 
District Judge. I refer only to people wdio are under direct compulsion 
(Europeans and Anglo-Todians) by virtue of section 9 of the Administrator- 
GeneraTs Act. 

Then you have the Hiiidu^ Wills Act which apjilies to wills made by 
Hindus in Aladras or outside it, if they relate to immovable iiroperfcy tn 
Madras. I aiii taking the Presidency town of Madras. The compulsion 
axiplied there is indirect. The Hindu Wills Act is a skeleton of an Act 
which to be elfective, has to apply certain sections of the Indian Succession 
Act. Among those sections of the Indian Succession Act, there is a section 
(which corresponds to the English rule of law), which says that if you 
want to estahlish, a right as executor or legatee under a will in a cnuirt 
of law, you can only establish that right as executor or legatee by producing 
a proljate of the will. Ro that if a Hindu, to ivhoin tlie Hindu Wills Act 
applies, makes a wdll and if it is not necessary to indulge in any litigation 
to establish a riglit as executor or legatee under tlie wnll, tliere is no 
necessity to take out any probate of that will. It is only in case the executor 
oi* legatee has to establish Ins right as executor or h^gnteo in a court of 
justice that he lias to pi^oduce a jirobate. This also has its draw-backs. 

Q. — Supposing, for instance, he has left some house property by will 
to his sons in ]Ma,dra.s, the sons might draw the rents from it: wdiat wmuld 
happen if the sons w'anted to sell it? 

A , — The same rule WTUild apply: I w^as dealing with it from the statu- 
tory point of vieir. Apart from statute, tliere may lie the ijisistence of a 
Xmrehaser or debtor on legal representation being jiroduced. 1 was dealing 
with the statutory compulsion, direct and indirect. If 1 may digress again 
for a moment, that section 187 has its drawhacks. I w^ill give yon a practical 
instance: A high caste Hindu gentleman died leaving a will. He appointed 
his sons as executors, and among the legatees wus a lady of low caste w’ith 
■whom he cohahited during his lifetime. The sons did not approve of the 
father’s relations with the ladv or the fact of her being given a legacy. They 
2 *efused to pay her. She lumight a suit. She wa.s met with the obieefcion under 
section 187 of the Indian Succession Act that no right to a legacy (^ould bo 
established until a probate had been obtained. After a certain Tuiinber of 
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ndjotirjimeiiits^ the matter was |>iit into my haml^, hut the rase encled In 
a coinx>romise : the sobs i>aid a iK>i‘tion of her claim, 'ilie section may he 
a -defence to an executor against a. legatee, )>ecaiise a legatee in tliat 
position has to go through a rather expensive an<] troublesome })roe€Hiding 
to cite the executor, etc. 

Apart from the Hindu Wills Act and the Adminisfcrator-Generars Act, 
there are certain j^rovisions, e.g., the Iinj)eria[ Bank Act, ’ivliieli has super- 
seded the l^resideney Banks Act and the Indian ronipanies Act, both of 
which contain i^roTisions to the effect that if a sharehokler^ dies, the bank 
or the comxtany are not hound to recognize any title to his slmres unless 
probate or letters of administration are produced by tlie person who (daims 
title to those shares. 

Hr. Paranjpye. Q.— Whnilcl you suggest making the in*oYision comx>iil- 
sory instead of optional? 

A. — ^Yes. Banks and Indian companies have a statutoiw right, before 
they register a fresh owner of shares which stood in the name of a dec(^ased 
sliarohokler, to insist on legal representation being ])rodiiced. That is what 
I call an indirect form of comxnilsion. 

Si^ Percy Thomimm. Q. — ^Wmnld you make that mandatory? 

A.— Yes. 

The President. Q . — Insurance companies are now seeking legislation on 
the same lines? 

A. — Yess. There is a Bill to amend ilie Succession Certificates Act, It 
is stated in the ^‘Statement of Objects and Ileasoiis’’ that the purxjose of 
the Bill is to compel everybody bo pi-oduco a. su(*eessioii certificate. If I may 
spoak from personal experience as an administrator of estates, I find that 
in practice some insnrauee conpianies pay withont legal representation: 
others roexuire ju-ohate if it is a. will or letters of administration and in 
some cases a sueceshioji certificate. Apart from that, tliere are also providemi 
fund rules made under the Provident Fund Acts. I have in mind the provi- 
dent fund rules made by the M. A S. M. Bailway Company: their rules are 
to tlie effect that if the provident fund is below *Bs. 2,000," the committee In 
charge of that fund may ])ay out that n\oney to the person who In their 
opinion is entitled to it, but if tlie amount is above Bs. 2,000, the payment 
as a rule has to be made in accordance with the Indian Succession Act, 
the Probate and Adiniiiistratiou Act, or the Administrator-OcneraFs Act! 
It has been hold that a nomination form is a will and being a will, it has 
to be proved, so that letters of administration with will, annexed has to be 



told that peojjle o»ly ask (or Hunted grants. 

an executor appointed for a jjai^ticnlar i^iirposc H)r 
in that case, the executor %vou]cl he jn&,iifiecl in 
int; that is all he wotild be entitled to. 

Wouldn’t he be liable under s^ectioji 19 (o)? 

])iit f have never heard of a case of anyone being 
ay })e that they have not been discovered, ])oeansc‘ 
ng, especially in a joint Hindu family, to discover 


nnder.^tand that in respect of a mistake of fact you liave no 
altci’uative but to iiiipose a statutojy x)ena]ty. 

A . — I don't know, 1 siippose tliat it might be left to the discretion 
ol the revenue {luihorities. If they wore satisfied that an honest mistake 
had in fact heon jiiade because the man was under the impression that it 
was not necessary to disclose it, iliey might not p]*ess for the penalties. 

7?r. Pannripijr. Q. — In the ease juentioned by Sii- Percy Thompson, 
would it not he possible to avoid getting a probate by taking a succession 
certificate only? 

A.-— That might be so. Only a succession eertificate cannot be granted 
wljere the Hindu Wills Act applies. If there is a will to which the Hindu 
Wills Act applies, I think it has been held that as a prohate ought to be 
granted, therefore, a succession certificate cannot be granted. 

I now come to tlie Succession Certificate Act. This enables people to 
obtain a form of legal roijreseiitation which will satisfy a debtor. Supiiosc 
a man in wdiose favour a promissory note has been exkaited dies. His son 
'wants to recover llu' money duo on thal note. Tb(> debtor can hobl the 
creditor at !>ay unli! he produce's a succession certificate. Such a certificate 
gives full iiuleiunity io llie debto}- ])aying the debt to the legal rejiresentativo 
of the deceased crcditoi*. The fees charged under the CoiirUfees Act arc a 
percentage on the amount of the debt. 

The Frcsiihjnf. Q. — ‘Would it bo legal for liiiu to take an indemnity 
bond, in lieu? 

A.— If tbo debtor wms satisfied, lie might: but a debtor is not bound 
to insist on a siu'c^ession certificate. Very often it is a w-ay of putting oft 
the evil day of payment until the creditor takes the trouble to get a 
certificate. 

])t\ ranutipye. Q.— The debtor mighi use it as a lever to get a reduc- 
tion ? 

A. — lie might. 

Hh‘ Farcy Tlunti . (J.-'dn the case I mentioned where a man lias 

a largo amount of property and some shares, can he got a certificate as well 
as jirobate ? 

A. — The Acl^ says that a certificate shall not he granted if probate or 
letters of adminisiration ought to be granted. 

kb' lie migid be able- to get tlie slutres by means of the succession 
eeiditicate ? 

A.— If the company do not insist on probate oi* letters of adininistra- 
lion, a succession eertificate might he sufficient. Take a case to 'vvliicli the 
Hindu Wills Act does not apply: a Hindu has shares in a company, ho 
dies and liis next ol kin w/ants to get hold of those shares or, say, money 
in a bank. If the bank or com])any are satisfied wdtli a certificate, that 



<3.'— iiiit it' tlie bank tli 
win pay, accorditjg to taw/ ho i 
property. 

xV. — It is just the same .toi- 
iias to show all t lie assets xuiless, 
grant, say, where an executor 

Q. — Buj)posiug 
]>rohato and the iii 
paiiy might say tli 


• letters of adniiuisi ration, A petitm^ 
as I said before, lie is cmtitletl to a limited 
is appointed for a liiuitod pur£)o,se, 

WQ don’t recognize the Iieir without the production of a 
an goes over and gets a smression ecrtiiicato. The com- 
at they won’t took at the successioii certificate?' 

^ wtaeli tias adi)j)ted tljat imjykion iu its articles at>out 
' ” '^1 miglit insist and sav iha.t 

te, ,it there is a win,, oi-letters 
the petitioner is, bound., to' 
on, theii': riglit, it may be 
Foi; . instance,., there , .is ' no 
companies.^ _ .Some insist, on' 
3 „ a. re satisfied with, success,io,n 


requiring prot>ate or Iett< 
they have a statutory rigli 
i)f administration. If the, 
acquiesce in their demand 

that a succession certificate would' be sufficient 
tjax’d-cUid-last rule xxbout this in insurance 
letters of administration or probate and sor 
certificates. 

company do not insist on ttieir strii-t I'iglds 
pj-obably do xs to apply for proliato and only di.>c}ose those 

A.—Hc miglit or might not. A petition for probate or 1 
strati on has to have a str 
show all the assets. 

The L^resiikiit, 
sary and applied foi- a 
that application? 

,] Judge would throw out that aixplicatioii IF 

the CHxurt xyas satisfied that it was a ease for a probate or letters of admini 
stration, then a certificate could not be granted. ‘ aclmmn 

Q* We xvere on the succession certificates. 

'Sr'S'nf'S, rKrSK,“, % 

RttoOO andThf ff/ r 7^^ bo if the ^ Ire “bove 

,,.oWrtmro/4^e S,otr^nhe ^ ft “iof 

cate from the AdmiHLstratl-Gynor-d atHm 

only hlAtr?"* "It*' clehltvaTs E.. ^OoThr^rill 

(if the assetVwcre Rs. SOOnirwill & \Ttay Rs® 24^'’“* 

Rs. can’t got it if fl,e cstatii i,s north over 

Q.~A man in Madras, who 
estate xvoj*th one lakh of rupee 
lor that Its* 1,000: ho has to go 
edit on the whole of the estate. 

A —A certificate cannot he ^ 
mau has a lakh of I'upees aud be 
no has to do in Madras is to 
lee on the xvliole of the assets. 

Q. — In other woi'ds, 


II next of kin found ilmi a. profiate ^ 
succession certificate, the court would not 


recover 



NUccebwioii cej-Lifi<*a.tos, Adiniiiistrator-General, Indian succosision and 31 
wills. You di<! find that con.siderahle ainendnient in the existiin*- law 
nocessaj-y ? 

A.—- ITndoubtodly. The \\hole legislation bristles with inconsistencies 

Q. — You proposed to continue and amend the existing laws whei 
possible and to ]niss a new law which would -make them a]>i>lic*a])l( 
th(3 wijole of Madras? 

A. — That was the suggestioji, ])ecaiise one of the tonus of refereuco 
wJicther it was possilde to remote the existing liardships and inconsisten 

Q. -Did YOU find yoiu’scIycs somewhat tied by the terms of refereuc 
(lie <rom!nittee? 

A.—Our rojxu-i was to try and give effect to the terms of relerencc 

Q. — If you were free of any tie of that sort? 

A. — There is ample I'oom for amendment. 

Dr, Parnujjnje, Q. — ^^Voukl yon have a consolidated law for all 

A, — I would at all eYeiits ti‘y 
for the purpos(' of death dut 
duty or succession duty: or 
compuisorj' legal representation 

Thr . Q.--'-! 

recommendations to one another 
is possible to firing together 
administration, succession » 
cession and Hindu wills.” 
that after no lon<; 
law providing for 

A. — If YOU have an ( 

you could abolish a. good deal of 1:116 existin 
sion certificates, and so on. 
letters of administration as 
tlie necessity for proluite 
fact of a will in a court of law* 

England the estate duty t„l 
take the jilace of the court-fees, so that if a 
instead of paying the coiii't-fee (which 
bate duty in England), an 
probate would be made 
certificate is in'oduced show* 

Q. — ^What is the distinction 
idle estate duty? 

A.— The probate duty coiTCspoiids to the present court-fees'™ 
duty paid on probate of a ^vill. 

Dr, Panin jpuG, Q. — If noNv a man wants to prove a wdll in 
he is exempted from any further duty. 

A. — Instead of iuiyiug tlie probate duty, he 

Bit Pemj Thompson _ _ 

goes to the probate court and ]>roduces tlie 
him to go and j)ay estate duty 
wdil, he has to 

certificate of the receiiiie autlioritie: 
on the face of it which looks 
Ibis, the executor is in 

A. In India., probate or 

the court-fee lias lieeu paid, 
an executor wants probate, lie puts 
Tlie Deputy Begistrar thou 
order. If they 

interested in the w*iil and lie a 
are to be inserted. Ylieii all tliese ill 
the Judge. If tlic Judge 
Registrar), lie issues his fiat. On 
court-fees have been paid, letters < 

Registrar. 


cases 

:i.nd bring everybody into the same fold 
les, wlictlier you call tbo.fc death duty, estate 
whether, as 1 suggest, you introduce a form of 
for ei^erybody. 

don’t follow* tlie relation of your following tiro 
You say that “We do not consider that it 
in a single Act the laws regarding jirobate and 
eertiheatos, Administrator-General, Indian suc- 
jn the next paragraph, you say that “We liopo 
period of time the existing laws may be repealed and a 
an estate duty substituted.” 

estate diity^ on the lines of the English Finance Act, 
.A* ....LAhig legislation relating to siicces- 
You could leave the C|uestioii of probate and 
they are. 1 don’t think you could get rid of 
if it is necessary to establish the validity or the 
that is a fundamental principle. In 
taip's the place of the probate duty,- here it lYOtild 
^ ^ *' probate w*as necessary out here, 

may be comjiared with the old pro- 
estate duty would he paid, and the grant of 
as ill England when the inland revenue authorities 
ing that the estate duty has been paid. 

in l^lngland liotweoii the probate duty and 


•it was 


now pays an estate duty. 
Q.™jn .England wdieii a. man dies, his executor 
will. The court in effect tells 
^ ^ If anybody objects or there is ., another 
torward within ^ a certain time, but as soon as the 
:s is produced, unless there is anything 
w'l'ong. the probate court grants probate. " After 
a position to deal with the assets. 

letters of adminisiratioii are not granted until 
lu Ibe .Macb‘a,s High CVnirt, for instance, if 
in a petition to the Deputy Registrar, 
sees whether the papers aiuT petition are in 
are in order, he issues notice, if necessary, to cite anybody 
also gives directions as to what advertisements 
..nings are done, the papers are sent te 
is satisfied (he is of course guided by the Deputy 
L receipt of the Judge’s jfiat and after the 
of adminisratiou are issued by the Deputy 


come 



Q.— Wlieii k t-be time to coi»tcst a 

A.— What is known as the atreat is filed 
to bo done with regard to tlie iidmmktnaior 
eaveatop. Then jt there is a dispute, 
and is thrashed out in court. 

The rreaidetit. Q,—Then ina,v 1 c 
not by your committee but {)v one of ^ 
report? 

A. 1 do not know wlio framed it, 

Q- »-ny ratCj lliore nro good iiiuiiv iol'i'i-oncos I, 
A.—Yes. 

Q' Tluvt doo.s not roprc.'sont ivlint .vou pi'OjioM' now 

1 < eoinpiioatod imiiior lo 

duty on the inodoi ot the English estate dniy. As 1. su 
raudum, the least radical and the .smoothest "ivav ol' doi 
to take the existing inapliinery and introduce 'coinpuLs 
iiou lor all estates, llmt is, the Hindu, tor instaiico, 
houud to olrtaiu the probate of a will ouiv if he coin 
AViils .\ct, A\ hat the .Ktate .should do is thi.s. Just as i 
insists on legal rejirosenUition, ,so the State .should iiisis 
dies leaving projierty, on his next of kin or his excel 
interested clothing hini.self with legal luitlioritv and 
presontatiou either by iiioans of a iirohate if tiiere i.s 
admnusiration li there is no will. 

rl.„ “J'f legal repre,senta.tioii i.s inado coiiipi 

the provisions ot sections 187 and 190 of tlic liidian S 
ho made to apply to all'’.? *ooi.iii » 

A.—Yes. Section 187 ,say,s that if an e.xocutor or 1 
a decree in favour of some right iiiidor a will as exe 

Section 190 say.s ; No right to any jiart of tlio pronci 
iius died iiitestiico ciui !)o cstuhlishod in miv .sP 


fo fhe wli sell w’as framed 
commitl.ec-'-on the bseo’-s of \'oi 


.‘ill estates, 
Act slioiild 


Q.— JSverjhody who dies, wliatevej- race lie lieloiig.s io h 
or^^soiuebody else mast produce either a probate or bettors 

must^chT^at .dwa^"’ ^ i-ei)i'e.sentaiion. T1 

getherT'^'°''*'^ C'ertifi 

I Certificate Act might he limited to sii 

I’h nir ‘'life** dwt '? «" liilestato Small Hstates 

tnmg Jiivo that which enables the next of bin 

a, cortaiu fixed value, to go and appirtVlho Hystrar and o 

Amu (VHT *1 On fhul niialogv I fhi 

hum Ceitihciite AH. here might he limited to simd! ost-ites s 

assets are below R,s. I,fl00. That is, for all estale.s over ih 
a probate or lettere ol administration, slioulil ho produeedf 
1|olow Rs. 1001 either a suoee,ssi„n certific-ate or an AdmhdU.i 
coiiihcatc should be produced; and thirdly the rate of clnr< 
certificate should the same as Vm | 
hrnig the Adininistrator-GeiU'rars Vet i 
the Succession Certiheate Act. This is what T suggest! 

?7ro/M^O'«. Q.—With I'egaJ'd to sections 1S7 a 
th« Ti+lA oiii probate if you 1 
sarew!. Borrowed from the Emdish 

England. There, whetlier vou 
your title or not, you. still have io take ouMnJUte ^ ' 
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. A.— So .yoti would liore. Even if the estate was belo 
might be necessary to obtain probate to establish a will, 
is that there slionltl always be legal represejitatioii. 

i>. supposing tliat the man died leaving 

^ ‘Solid cash and liis \vidow and Cihildren live per 

and tlmre is no need to go to tlie court. Them sections 187 
not require probate to be taken out in that ease. 

A. — No; they do riot. 

Q. — Bat in England it is necessary. 

„ . ,,A."~-Yes. ■ 

sub-] 

in England tliei'e is no statute directb 
the vStamp Act 55, George .1 !,E (eluipter 
for taking possession of or administering;! 
obtaining probate or letters within six 

A.-~ -N'es: it does not sav that vou 
you interfere with the 
bate, then you are liable to the 
everybody should obtain legal 
vided by the English Btainp Act 
exempt from tlie interventi 


•paragraph of paragraph 4, you say : 
■y compelling probate or letteis : but 
r 184, section 3) provides a, penalty 
g the effects of the deceased without 
: montlis of the death”. 

are bound to obtain the probate, if 
pj;o])erty of a deceased person without obtaining pro- 
penalty. If iny suggestion is carried out that 
representation, that indirect coinpnlsioii pro- 
___t might be applied to people who are novy 
on of the Administrator-General. 

Q.— That gives us j'onr general scheme, of levving the duties. Now 
would you graduate tlie duties? > 

j own view is that the best plan ■would })e to charge a small 

uiity; nave a low minimum for taxation and charge small clnties. " f doubt if 
graciuated duties are necessary. You take the ordinary case of a Hindu 
estate. Ihe proiierty generally goes to the son or he gives the w'idow’ a 
lire estate and makes provision for his daughter. I think if vou liave n 
small scale or duties, graduation is not necessary. 

Q. But surely the bigger estate should pay more than a smaller estate 


graduated scale of duty depending on the 
Tge estates should pay more. 

>sal in the Bill regarding graduation acce 
hip is to liave one-third more in all cases 
or w’ite of the deceased, or a lineal aiices 
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A* — ^Yes. I was thinking that if yon have a small dntyj graduation would 
not be necessary; becanso the property generally goes to one within the 
.family. ■. 

Q.— You have given ns an excellent and clear account of the position of 
the law. Is the law cominoii io ihe whole of intlia? 

A.— Yea. 

Q.—Eates of duty? 

A. — I think Bengal and Madras have special Court-fees Acts. 

The President. Q.—Also the Hindu "Wills Act is very partial in its 
a]) plication? 


Hr. Pdnurjpife. Q.— You would have a connnon law for nil India? 

A.— Yes. 

Q. — About the courts wliieli are to administer the law, do you think 
that the ordinary judicial courts would be suitable for the administration 
of tliese duties ? 

A. — I do not see why they are not. 

Q.—The work of tlie courts will be enormously ineroased, and this is 
work whi('h lies outside tlie piu’vuow of these courts. It is realiv a revenue 
matter. ' , ■ « ^ 

A. I\hat I. suggest is this: follow the English model: introduce 
Histrict liegisiiy as in l^nigland; do what ihey do in the High Cdurt of 
Madras, wiiero the Deputy Eegistrar practittally issues the granv.s. The 
petitions come before liim and after doing all the ])relim inary work, lie 
places them belore the Judge who autliorises the issue of the* grants. At 
Hoine you liave the^ District Registrars. The man goes to the District 
Registry and gets his grant there. I think it voukl h(‘- quite simple to 
make the Registry an offshoot of the Dislricvt. Court, wliicli will deal with 
petitions lor grants ordinarily and if ii is a contentious omu it will go to 
the Judge. 

0.— Seeing that a largo niimher of cases here are concerned with land 
or other uninovable propeidy — which is nob the case in England — the revenue 
authorities will luive to be consulted practically in every ease. So w'oukl 
you not leave this to the revenue courts? 

A. -“That is an alternative scheme. Afv idea was to keep things as they 
are and enlarge probate registry in district courts mid lea%^e it to the 
revenue autlioritic's to be satisfied whether a correct valuation has been put 

in. ■ ' ' . .. ■' ■ 


. happens at present is that tJie man applies to a cer 

judicial authority for probate, and the iudicial authoriiv savs 
much hy woy of court-fees and I will give it: I am satisfied 'of vonr title 
pay so much court-fees' >. Now tl(e sufrsostion is that the judge should 
I am satis^fied with your title; go and nay what the revenue author 
(leoicle and then T will give you your probate”. ’Phat is the only chai 

A'TI®”- V" it is now. That is. the sf 

ment of the assets is sent to the Collector who can scrutinize it aud eno 
into Its accuracy, * 

Ul, Q;"The only change is to whom the fees should actually he paid? 

. A.4-Tes. . 'Use the existing machinery aud expand it if necessary, 



• ■ ®?“® compulsioH. If a compauv has the riP-ht tn 

will not McogiJSrtuSras^^ a'^titlo’' the dfc^astd’f prop^^S 

oTl^ohaietv^'jXf of 'idmin'LSSf^ representation in the form 

Q'~On whom do joit tlirow the responsibility? 

1 • That may be the oldest son or if he is a minor 

a'mfnor ° administration or probate can hi grantocl to 

Q.— Now let ns come to the vexed question of the Hindu ioint familv 
o' ‘I"'-" Slion 

A.—Yes. 

nnni?morc'’favotnbirthu^^ 

righ(t7’‘:i‘<;:^aSrr iti^uK^^f i KMriris 

can tax it on the same looting as you would tax the full owner I'or^in- 
stance, suppose A and B, farther and son, have property worth Rs 10 000 
between them. In a partition each will fr,Vc iL snob \ 


register the property held by evervbi 
were goveniod by the Indian Sucres 
T, reS'stration has been made, oh; 
til ol the iatlier, and tlion wlien tlio 
10 ease ol a Clii istian. 

once to the whole idea of the Hindu 


law ot .succession at all. Only so far 
d, we treat the property as if it were 

are for the lifetime of that particular 

highest generation, 
lie estate. It there are three persons 
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Q. — You also charge partitions made within throe years of the death of 
the highest member. 

A. — For example, take a property worth Hs. 10,000. It there is a 
possible means ot jiayiiig a less duty on x)artition than when remaining 
joint, the family would undoubtedly divide. 


Q. — ^It would be of the nature of a gift. In England , ior instance, 
gifts mad© within three years of death are charged, 

A. — ^You can’t call partition a gift. 


Q. — the ease of a Christian in India, he might do the same thing. 
He might make a gift to his sou and then lie would escaj)© the duly, fn 
the case of a Hindu fatniiy, instead of the gift, the son may claim parii- 
■■tion,,". 


A. — I do not think jiartition is the same as gift.^ Partition really is 
crystallising into definite shares what formerly was undivided. 


Q. — Yon can have some limit, say within three years of death. In 
that way all communities might he brought to the same level. 

A. — There are certain decisions you would have to get ovei*. For in- 
stance, it has been held very frec|uen11y that the passing of property by 
survivorship is not a succession. 


Q . — 'We are considering a new law altogether, so thai we need nob 
trouble too nuieli about decisions. Put would that 1 k‘ a possible expedient 
of bringing all communities to a common level P 

A. — I think the great objection is that you would be creating an uproar 
in the Hindu joint families. 

Q. — Is not there at the present moinent a tendency to do away with 
the joint family? At the utmost you see only hrotliers liviiig together in a 
family. It is a very rare thing to see any cousins living togetber, and even 
the lirothers separate after a time. 

A,— Yes. ■ 


The rresiiJent. Q.— You think a law of the sold would tend to accelerate 
the breaking up of joint families? 

A. — ^Yes. If a joint family with a number of sons would ..have to pay 
inoi'6 if they remained joint than what they would have to pay had they 
separated, undoubtedly they would separate. 


To meet the objection of taxing the shares of coparceners dying in 
infancy you might leave it to the revenue authorities to make a remission 
if a certain number of such deaths occur in a family within a certain 
period, thongli it is the survivors who benefit by these deaths. Supposing 
there are Wo brothers and four more hi-otliers come into the world, the 
shares of those two elder brothers would be reduced from onedialf to one- 
sixth, I^et us suppose the four minor brothers die, the potential one-sixth 
becomes the potential one-half again. I know there is a very strong senti- 
mental objection; therefore, either you should leave it to the revenue 
authorities to give remission when a minor dies, or you should see that 
no duty is charged on the share of a minor coparcener who dic^s below a 
certain age. 

Dr. Paranjpye. Q.— But in any case, in that way, the Hindu family i.s 
treated much more leniently than others. The suggestion I would make to 
you is to treat all the communities equally » 

— X think having regard to the fact that no member of the Hindu 
joint family is a full member you must bear that in mind when you tax 
his share. *^A Hindu family has to stand a good many charges which are 
not binding on the European or Anglo-Indian comimmi ties, for instance, 
marriage of sisters, etc. An English brother who inherits property from 
his father, is not bound to spend a penny on the marriage of his sister — 
I mean h© is not legally bound. I think that may be taken into consideration 
in letting the joint Hindu family off a little more lightly than others. 

' . ' ;; Q.— tYou can allow rebate in such cases. 

A.—You bould not predicate the amount of liabilities; for instance, 
nntil Biarriages occur, you cannot say what the expenses would he, 


■‘i- ;; : ,■ /.'"''i:': 
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you biive goi ilie life interest of the widow in the family, you 
will have to allow a rebate for that also. Therefore in finding the corpus 
of an estate, you will have to consider all these circumstances. 

A. — Yes. But I do not know how you are going to fix the money value in 

..all these cases., 

Q. — There should 1)0 no difficulty at all. 

A. — If you take a, Hindu family with a number of brothers, they may 
have a, partition, or they may he entitled to partition, but when they make 
a parfition, they will still have the encumbrance of the liability for ’marry- 
ing their sisters, etc. vSo also if there is a widow, her right of maintenance 
and residence in the joint house have to be considered. ’ These are all eii- 
cnuihrances upon the joint Hindu family. J do not see how you are going 
to put a money value upon tliem.^ So by letting the Hindu fainiiy off a little 
more cheaply, you do to a certain extent compensate for the other charges 
to which the Hindu family is liable and to which no English or Anglo- 
Indian is liable. 


Q. — Supposing a partition takes place wliere there are four brothers 
and three sisters, the latter do not count? 

A. — No, in some parts of India, but not in this Presidency, ? 
entitled to a share, but, generally speaking, the family are 
tbe female relations who are not married. They would be liable for 
and for maintenance. 

The pTesidefif, Q. — Aiay I ])iit to you another point from Mi\ Fazl-ud- 
din’s note? He says “Under the Hindu joint family system there is as 
much chance (absent in the English system) of decrease in one’s inter- 
est in the joint family propeiUy by the birth of fresh members as there is 
of increase by death as under the English system. If it is considered 
reasonable to levy estate duty on deaths, it must he eqiually deemed rea- 
sonable to c*omi>ensate for decrease by births and that cannot be considered 
practicable.” 

A. — I do not see how it is practicable. Under the Englisli joint 
tenancy, there is no prospect of the shares decreasing, and there is no 
possibility of fresh joint tenants coining in. In the case of the Hindu joint 
family, there is fluctuation the whole time. 

The MaJiarajadhlraja Bahadur of Biirdican, Q. — I may say, to begin 
with, tliat I do not think in India we have as yet come to the stage that 
by one stroke of the x>en you can make for ail the Hindus of India one kind 
of law. For instance, in Bengal you have the Dayahhaga Law and in 
Madras and other places you have Mitakshara Law. 

Dr, 'ramnjpye. — If I may be alio-wed to explain, 1 do not want to 
interfere with the succession, but so far as the duty is concerned, 1 would 
regard them all as on the same level. 

The Malimujadhhxija.' Bahadur of Btmlwan, (conVinuing) — I quite see 
what Dr. Paranjpye has said. Before I come to the point which he has 
raised I wanted to refer to tlie case you just put before us where a lady of 
lower birth or class than the man who made the will contested for a certain 
amount of money as a legacy which was left by the man, and in that case 
you said that the case came up before you and it was eomx>romised. 

,v ./A. — 1m, 


sisters are 
liable for 
marriages 


Q. — Supposing there had not been a compromise, the lady would have 
had difficulty in getting the profit of that particular wdll, because the sons 
who were against her probably had made up in their mind to take the 
whole property. In the case of that kind what is your opinion about the 
remedy? 

A. — have no doubt that there was a remedy under the Adniiuistrator- 
GeneraPs Act. If a Hindu or Muhammadan dies leaving the assets within 
the local jurisdiction of the High Court and there is the danger of waste 
or fear of misapproxndation then the High Court can issue an order directing 
the Administrator-General to administer the estate or to take chfu’ge of it. 
There is not the blightest doubt if it had been fought out I should have got 



at liie property in that way.” Ou the otlier iiaiidj ir the testator iia<l not 
left any property within the local jurisdiction ch' the Macli-us High Court, 
the Administrator-General could not hare interfered at all. 

Q. — The second point I want to make is this. Supposing the man had 
left a lot of property, and the only son was an adopted S()n. The adopted 
son sticceeds to the property of the father. x4t the same time the man Inis 
left a will although there was only one son. Therefore, tlic son succeeds 
not only under the stirvdvorship but also under llie will. But he docs not 
choose to take a probate oF the will, ]>ecaiise he is sure that there is nobody 
else who is likely to contest his title, although there might be a. iuimber of 
heneiieiaries. Ereii then, that man has at tJie present niomoni: to take out. 
if he has landed property in different districts, what is called in Bengal 
7 iani Icharij, that is, under the Land Registration Act his name has to be 
substituted in i)lace of the father. Thei-ef ore, although he may not have 
to pay probate duty for the will, he has to pay certain charges for his 
succession to get his name registered in place of his father in the land 
revenue registers. 

A.— I am not quite sure whether the registration in Bengal in those 
circumstances would amount to title or would be equivalent to what is in 
Madras a pntfa. 

The Fresklcnf. Q. — The Mahaimja Sahib is talking about the permanent 
settlement. 

— "fl be that registration in Bengal does not give a. title to the 

registered person any more than a jKrtfd. Here in iMadras a jjaffa is not 
proof that the paifadar is tlie legal owner of tlic land. He is snerely 
registered as the person responsible for tlie revenue. 

— I think the position is (piite distinct in temporarily-settled arcus. 
The pafta is only a dociiiiient for the demand due. But in a pennaiiently- 
settled area, if there is a succession and an enquiry has to be held before 
the Collector, mutation is required. 

The j\[ahamjadhiraj a Bahadur of Burd'wan. Q. — In the case of the 
kind T have referred to you, it does not matter if the man is legal heir, he 
has still to go* before the Collector in the different districts in which he has 
property and after paying the mutation fee he lias to get his name registered. 
In any "scheme that you may have, an amalgamai.ed estate duty or anything 
else, because you wanted that for estates below one thousand, you would 
have a succession certificate, and in the case of estates beyond one thousand, 
you will see that the man will have different kind of duty to pay at present. 
You said you would like to have a succession certificate for the poorer classes, 
that is to say, for people who have an income of below Rs. 1,000. In the 

case of consolidated estate duty wliieli you may have, liow would you get 

over the difficulty of this question of mutation? 

A. — I understand these amounts are fixed for practically getting fresh 
titles. 

Q. — It is not fresh titles, it is like this. In tauzi No. 1 there is a 
particular property belonging to Mr. A. He dies and Mr. B, his son, has 

to come forward before the District Collector to show' that he is now the 

heir and his name has to be registered in the j^lace of A as |)roprietor of 
tuusi No. 1, and then he begins to pay land revenue. It strikes me in 
whatever form you may have a consolidated estate duty, there are certain 
other chai-ges which it may be difficult to bring in to a "consolidated estate 
duty, and if it were difficult, don’t you think that when you have the con- 
solidated estate duty on landed property it may be necessary, when you have 
a scale of graduation, to take into consideration the other demands the 
landed property may have to meet, and 'which it may not be possible to 
consider in the consolidated estate duty? 

A. — I quite follow,^ In the illustration you have given it is compulsory 
for the particular individual to get probate, ho has also to pay certain 
fees to get himself registered as the new proprietor. I lielieve in England 
in the payment of estate duty, the succession duty wffiicli is also payable 
is taken into account or rather is deducted from the' amount on which estate 
duty is payable. I think in this case you might say : If court-fees have to be 
paid for probate, you will deduct, in fixing the valuation of that estate, any 
fees that have been paid in respect of registration or an:ji;hing of that 





Q. — You admit these factors will have to be taken into account? 

A . — Uudoubtediy, 

Ih\ Famnjpyc, Q. — No jnutation fee will be charged if the probate 
duty has already been pa, id? You can have some such rule, 

A.— Yes. 

Q.—You might lay down a rule that mutation fee will nut be charged 
if the ju'ul?ato has been paid? 

A.— Yes. 

Sir rnry Tfuuii fiH<iii , Q. - At the ju’escat tijiie in inspect of JJiiidu 
estates a man is not bound to take a probate; therefore, anotlier procediire 
has to ho adopted Joj* legaimiug lbs succession, and that is done before the 
(do Hector, and ior tlnit a mutation fee is cJi urged. Supi^osing you have a 
genoi'a! rule that a probate ought to be oldained, would not the whole of 
the procedure of going before a Collector and pa,ying a mutation fee 
divsa],)pea.r ? 

A. — Yes, it Jiiiglit. There would be no necessity for obtaining two titles. 

The Jlkiharajudhiraia Bahadur of Burdwan, Q. — 1. am now speaking of 
(juite a, different case. Supposing there is only one son, and that too an 
adopted sou, and the father of the man had also left a '\\'ill, and the will is 
not produced. The adopted son. thinks that he need not produce the will and 
need not take the in-obate which will cost him lot of money, because there 
is nobody to contest. In such, cases he will have only to go and appear 
l)efore tlie (.'ol lector to have liis name registered a, ml pay mutation fees. 
There tl.ie matter ends. In those cases when you have a consolidated estate 
duty, when you have to x)roduce a will and when producing of the will is 
made compulsory, where a will does not exist, you will have to make some 
provision? . 

Sir Percy Thompson. — Supposing there is a will left, tl.ien the man will 
liave to obtain a probate amt pay the duty. Now let us take the case 
where there is no will. It is necessary to take out the letters of adrainistra- 
lion. It is precisely the same. Therefore the wliole of your mutation fee 
will disappear. 

The Maharajadhinija, Bahadur of Burdican, (^. — Supposing A and B 
are the father and son. A dies. B, wlio is already i.n j)ossessiou of five 
tliousaml during the lifetime of A, has to pay on five thousand which %vas 
his father’s share. Meanwhile C has come into existence; then there is a 
partition; w'hen C comes in, he pays a duty on ten thousand rupees? 

A. — No. He pays only on five thousand. Taking A and B father and 
son, with ten thousand rupees joint family property, A dies and no son is 
horn to B, the whole of the property survives to B. If a son is not born, 
A would take 5 and B would take 6 in a partition. B -would have to 
pay death duty on A’s half share, that is, five tliousand. Then C is born; 
B takes o tliousand and O takes 5 thousand in a partition. Mlien B dies 
the whole te.n thousaud survives fco C and G w'oiild pay on the >share B 
would liave taken in partition, 

Q. — Supposing A and B have property worth ten. thousand and B’s sliare 
is live tbousa.Md a.iHl A’s share is five thousand. When B actually gets five 
thousand, you wmuld charge only on five thousand? 

A. — ^^WTien A dies, his son If w'ould x>ay on the share that A would be 
entitled to, if i>artitioii liad taken place bet^veeii him and B in the ancestral 
property, and he would pay on any separate proj^erty inherited from A in 
full. If Rs. 5,000 was inherited bv B from A it would, according to the 
Mitakslnu*a Law, have become ancestral property between B and his son C, 
so that %vhen B dies, his son C w^ould pa,y on the share of B in a partition 
between B and-O..- 

Q. — ^Even under the Mitakshara Law, there are a great many dijQ&cuI- 
iies. WTiat Dr. Paraiijpyo had in vie^v was the English law. Suppose a 
father leaves tw'o sons £50,000 each ; one son dies during the lifetime of the 
other and the properly is still intact. Supx^ose also originally the two 
brothers in paying the estate duty paid on their equal share. If the elder 
brother dies after the death of the father, would not the other brother have 
again to pay on the £50,000? According to .you, C, the grandson, would 
not pay In full. 
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— Xt would depend ou wlietlier the property was the separate i)ro- 
perty of B or the joint property of B and C. 

Q^Tlie other ciuostion put to you was by Sir Percy Ihouipsou about 
ready cash. It is perfectly clear that if a bank or Indian coiujjany insists 
on proliate, the man would have to take probate ou the 
perty, even if it is ton lakhs of rupees. But suppose a 

promissory notes worth a lakh of rupees aiuL he does not lake a piobcitc oi 
the will, can ho got them transferred to liis name. 

A— Under the Indian Securities Act, certain provisions have been 

made lor the reaewal of notes which stood in the ■ A4t\iod“thk Tte 

undor that Act I believe the constituted authority "if r® 

oronotes stood in the name of a niemher of a .loint Hindu icimij\, aitci 
enquiry and being satisfied that the due claiinant bas 
shoes of the former, transfer or make a renewal ol tlie notes in ta\om of 
the new man, and I think that particular section f f .f" 

the member of a Malabar hmnuL It may bo that under the Act a tuumiii 
can bo made to the next of kin without producing legal representation, 
but I am not sure about it. 

The Malm nifddhi raja Baliadnr of Burdiran. — T know of a case in Calciitla 
where a zamindar, before be died (and he died in his full senses), trams- 
fprrfid nil his nromissorv notes to different peojde, so that they might escape 
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Mr. C. B, COTTEREliIi, I.C.S.,. Secretary to tlie dowm- 

^ ill tlie Bocal Seif-Government Be.partttientj ■' ■ 

was next examined, , , 

:, Written memorandnni of the Bocal Self-Government Beparimentj ■ ^ 

Madras. 

Taxation AND Finances oe Bocal Bodies. 

Q. 106. — As a general. j)ropositioii the ma.i.n criterion for levying tlie 
taxes necessary .ioi’ nation ul services is no doubt ability to j^ay and for local 
services measure of benefits received, but it is difficult to assess the extent -of 
local benefits properly . Services like water-supply and drainage, construction 
of bridges, benefit not only the residents of the daj^ who largely contribute 
towards their cost and Ui}keep but also the posterity and the visitors. Again, 
the nation has a great interest in maiiitenaiice of such services intended 
to keep local areas healthy, as in the event of an epideinie breaking out, 
the whole nation suffers, Services which imniediately benefit the local area 
are sometines ultimately national in character, and it is riglit that .all 
persons wlio are able to ])ay should contribute towards their upkeep. 

Q, 107. — -It is desirable to give local bodies further iiowers of taxation. 
The following taxes now included in Schedule I of the Scheduled Taxes 
Rules and assigned to Local Governments should be transferred to Schedule 
11 .— 

Item 4 ... ... Tax on advertisements . 

Item 5 ... ... Tax on amusements. 

Item 8 Stamp duty other than duties of which the 

amount is fixed Indian Legislation. 

They are really taxes to which the local bodies have a preferential claim. 
The Government of India have peiunitted the introduction of a Bill in the 
Legislative Council to enable local bodies to levy a tax on entertainments. 
The Cori^oratiou of Madras has been already peianitted to levy a duty of 
2 ])er cent ad valoteta on transfei-s of property effected within the limits 
of the city. This duty is levied as a surcharge on stamp duty. Ternnnal 
tax shoukl be levied on passengers also. The following words against item 8 
in Schedule II should he omitted: — 

^‘save whei’e such tax is first imposed in a local area in which an octi‘oi 
was not first levied on or before the 6tli July 1917.” 

Rule 7 of Schedule of ^ladras Local Boards Act, 1920, provides for a 
voiuntary transfer to district boai’ds ))y Local Government of a portion 
of the abkari revenue. The Financial Relations Committee appointed by tliis 
Government in 1920 jveoiinnended that local bodies should be empowered to 
levy a surcharge on excise revenue. It seems preferable to permit local 
boards to levy a surcharge to assigning a portion of the revenue to them. 
If a tax on tolnicco is levied, one-fifth of the i*evenue so raised should be 
assigned to local bodies. The whole of sale license fees in municipalities 
may be assigned to municipal councils. 

It is not necessary that the levy of any specific taxes should lie imperative. 
The local bodies may be ti-usted to levy the main taxes required to maintain 
their services. If the levy of taxes is made impei-ative, local bodies are 
likely to resent it as an undue interference with local self-government and 
there seems to be no reason why Government should take tlie of 

forcing local taxation. 

Q. 108. — So far as octroi is concerned, this Government has no experience 
of the tax as it is not levied in this province. As regards house tax, land 
tax and land cess the Govornnient consider that they are satisfactory from an 
economic iioint of view. Persons who pay the taxes derive benefits which 
accrue as a result of the local bodies maintaining services like roads, 
sanitation, lighting, etc. The local bodies cannot" at ])resent afford to lose 
the income fj’om any of the taxes siiecified in Schedule YL It is possible that 
ineome from remunerative enterprises can be developed considerably if the 
local bodies make a real effort to develop these sources. In this cnnueetion 
attention is invited to G.O. No, 862, L. M., dated 14tli Afai-ch 1925, in 
Annexure T. They can maintain the existing services in an efficient standard 
and the surplus left after meeting the cost of services may x>erhaps in course of 



time enable tlio local hodios to rodiieo ilio rnie of taxoB or^ t<: 
of thorn. There is no indicatioi\ that at present the local bodies 
the possibilities of cleveloi)i,ng these resources. 

Q. 109 . — As stated before, this GoYerninent_ Iiave no ■ 
octroi. So far as terminal tax is concerned, the objections refe 
case of octroi do not apply. The tax is at present levied^ by th 
of Madras on timber only and they have not felt any difficult 
and collecting the taxes. 

Q. 111. — The local boards depend very largely for the mom 
maintain roads on tolls. They cannot afford to forego this in 
case of municipalities the income is considerable and the con 
it difficult to lose this source of revenue. In the present stage o' 
in India tolls are probably less objectionable than would be f 
direct taxation. Net receipts from tolls si ion Id be spent er 
roads. Government would be justified in insisting on this. 

In the Local Boards and District ^ riiuicipaliti.es Acts of 
of toll on (‘arts was reduced from As. 4 to As. 8. The local liod' 
that this involved considerable loss of income and the rate wa 
restored to As. 4 with the approval of the legislature. In th 
any rate, tolls have been found necessary. The miniininii liir 
is 20 miles Iietween gates in local board areas, but the distai 
to 10 miles in the case of rates near mnincipal limits. Exee 
rule are allowed in some cases. These limits have proved s 


^ (2) (a) tliat Governniont aid to local bodies should be eoufij'med to 
certain services which are semi-national in character, 

(h) that the aid may take the shape of the central administration 
of sevYim or part of a service (in which case the whole cost of such 
administration -will he borne from provincial funds) or of a iDayment to the 
local body of the cost, or part of the cost of administering the service, 

(c) that the Government will determine from time to time what 
services are to be regarded as semi-national and which of them should be 
centrally administered; 

(3) that exceptions to the general rule in (1) above are admissible in 
tlie ease of (n) specially poor local bodies, (h) pilgrim centres and 
(c) sanitaria. 

Cost of national services like trunk roads and hospitals at headquarters 
should be contributed wholly by Government, In the case of semi-national 
services like provision and upkeep of second-class roads, schools, hospitals 
and dis}>c*nsaries, w^ater and drainage works, the Government should bear 
a portion^ of the expenditure incurred by the local authorities. Imi)ortant 
services like those of district board engineers, district health officers should 
be retained in the hands of Government and paid by them. Services which 
are parochial in iiatiire like upkeep of village roads, sanitation and lighting 
of streets should be attended to bjr local bodies themselves. 

Q. 118.— No such stimulus exists in this province. Government super- 
vision of essential services is neeessai’y to secure a degi'ee of efficiency in 
the administration. This Government make the grants for trunk roads after 
obtaining reports from Superintending Engineers as to their condition. 
Similarl 3 % in the case of second-class roads, the half-grants are disbursed on 
the reports of the Collectors. Education and sanitation are largel.v controlled 
by Government inspecting officers. The above sj^stem of control works 
satisfactoril 3 \ 

Q. 119.— Some of these taxes are already levied in soinewdiat different 
forms in this province. Local bodies in this province are empowered to 
levy x^rofession tax and comi>anies tax. Business profits and capital stock 
of corporations will come under the scoi>6 of these taxes. In hill munici- 
palities the District M'unicipaHties Act i>rovides for the levy of a servant's 
tax from em])loyers of servants. Local bodies generally may levy licence fees 
on hotels. Land cess may be levied on mines. 

Q. 160. — ^Ygs. Non-tax resources like markets, cart-stands, slaughter- 
houses, avenues, etc., should be developed before additional taxation is 
resorted to. 

Q. 161. — The present s^'stem under which district and taluk boards levy 
a land cess is satisfactory. No minimum need be laid down to the T3ereentage 
of land revenue which may be levied by boards as a surcharge. At present, 
though the maximum is only 1 anna 6 pies of the .annual value, some local 
boards arc reluctant to levy the cess at the maximum permissible. 

Q. 162. — Central and Provincial Governments shonkl certainly i3ay 
property tax on property owned hy them within the limits of local authorities. 
If the Government seek exemption from payment of local rates, the subsidies 
to local bodies will have to be correspondingly raised. Local bodies are not 
now accorded any preferential treatment by the Government in regard to 
levy of customs on imported stores or land revenue on the property of local 
bodies. 

Qs. 167 and 171. — So far as assessment by local bodies is concerned, the 
experience in recent years has been that taxes are not x^roperly assessed or 
collected. The work of assessment and collection should not be done by 
persons de])Gndent on the votes of the electorate. It should he clone by a 
paid agency. In larger municipalities an officer of the grade of deinity 
collector may be appointed to make assessments and to be in charge of 
collection work. In the case of smaller inunicix>alities an officer of the grade 
of deputy tahsildar should ordinarily suffice. The officer should be appointed 
with the approval of Government. He should probably be called 'executive 
officer’. Ho should be empow'ered to revise the assessments periodically 
wibhout any interference from the local bodies. The appellate ]3ower now 
granted to local bodies in regard to revision of assessments should be taken 
away or, if it is retained, the assessing officers should he given the power of 
moving the court to revise the council’s decision. 
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ANNEXURE I. 


G.O. Mis. No. 862, L. & M., dated 14th Maech 1925. 

The iiuportance of developing the inconiG froDi reniuuerafcive eutei’prises 
has more than once been brought to the notice of the local authorities. 
Their attention is invited to paragraphs 211 to 220 of the Report or tho 
Financial Relations Ooininittee communicated with G.O. No. 1193 L., dated 
27tli November 1920, and to G.Os. No. 707 M., dated 25tli Muy 1920, and 
No. 1206 L., dated 3rd December 1920. 

2. A study of the figures for 1923-24 produces the following results. 
The incoinofl^’roin railways is not taken into account. The district and taluk 
boards reaWfe a surplus of Rs. 5,02,000 in 24 districts. Of this amount 
Rs. 2,80,000 was realised by four districts. The average for these four 
districts is Rs. 70,000. The union boards in 24 districts realise Rs. 3,02,000, 
Of this amount nearly Rs. 1,38,000 was realised by the union boards m five 
districts. The average for these five districts is Rs. 27,600. Among munici- 
palities the figures are as follows : -—80 towns realise a surplus of Rs. 9.05 
lakhs. Of this amount over Rs. 4.2 lakhs was collected in 13 {owns. The 
average for these 13 towns is Rs. 32,300. 

3. If these average amounts had been attained by the other local bodies, 
the result would have been a net revenue for district and taluk boards of 
Rs. 16,8 lakhs, a net revenue for union boards of Rs. 6.62 lakhs raid a net 
revenue for municipalities of Rs. 25,84,000, that is to say, the net revenue 
from these remunerative enterprises to local bodies in^the Presidency would 
have been Rs. 49.3 lakhs instead of less than Rs. 17.5 lakhs, 

4. The Government are of couise aware that the conditions in districts 
differ considerably, but it is by no means a safe assumption that it is the 
richest districts which make the most money out of these rennuierative 
enterprises. The district and taluk boards in Kistna district, for iiivstance, 
made no net revenue from these sources for 1923-24. The Government are 
convinced that it would not be at all unreasonable to expect an average of 
Rs. 70,000 for district and taluk boards in a di*sti’ict, of Rs. 27,600 for the 
unions in a district and of Rs. 32,300 for a municipality. 

5. The Government trust that the presidents, chairmen and members 
will ponder these figures and pay real attention to the devolopment of these 
resources. They consist mainly of markets, cart-stands, slaughter-houses and 
avenues. It must be remembered that these are perhaps the most satisfactory 
sources of local revenue. The payments ai-e not in the form of taxes but 
are definite payments for value received. A man who wants a stall in a 
market has no objection whatever to paying a reasonable price for it. In 
fact be woiild mticli soojier do so than not have facilities for selling his 
goods. These payments therefore avoid the most objectionable feature of 
all, taxation, viz., the unwillingness to pay. The Government trust that a 
real effort will be made to develop these resources not only in the financial 
interests of the local bodies but for the provisimi of increased facilities and 
amenities to the public. 


Necissity fob.' eetaininu Tolls, ' Defects, in. Assessment, and Collection 
BY Elected Bodies and ways fob impbovinc the Finances 
OF Local Bodies. 


2i}l 


tolls and it will be diiTienib to rei:>la.ce tolls hy another source of revenue. 
Taxation tolls is an. out of date juethod of taxation and has been for some 
time abandoned in most European countries except in special cases as 
for payment of the cost of a bridge, hut it is difficult to see how the income 
derived, which is 'in most cases essential, can be otherwise provided. State- 
ment B shmvs the relative inco7ne from tolls, other taxes, non-tax resources 
(markets, avenues, railways, etc.) and Government grants and contribu- 
tions and the percentage of income fran such source to the total ordinary 
expenditure in the ease of a few typical municipalities and local boards. 

2. Aasefi'iineiit and collect ion of faxes hij local bodies . — Attention is 
solicited to the answer given by this department to Qs. 167 and 171 of the 
Taxation Committee, liie fact cannot be disguised that recently tJie stan- 
dard of collection by municipal councils has deteriorated. In the case v;i 
as many as 25 municipal councils (out of SO) the Government are at present 
watching the pj-ogross of collections month })y month and in one case 
(Tiruvalur) they have already taken collection -work out of the hands of 
the council, it is likely that the Government will have to do the same thing 
in regal'd to a few more councils this year. A comparison of the record of 
collection in 1928-24 wuth that of a decade ago shows that there has been- 
a serious decline, in 1918-14 the councils were able to collect 96 per cent 
of their revenues, while in 1923-24 the collections w'ere 82 per cent of the 
demand (vide paragraph 66 of the General Alunicipal Beview' for 1923-24). 

Assessment of taxes also is not jn’o^ierly done. The Examiner of Local 
Fund Accounts has brought to notice several cases in wdiich municipal 
councils have neglected to make proper assessments and to ensure growth 
of revenue (vide iiaragraphs 9, 11 and 13 of the Audit Report for 1922-23). 

An instance of gross carelessness in assessing taxes may be found in 
Conjeeveram (G.Os, No. 2274, L, & AL, dated loth Octolier 1923, and 
No. 1842, L. & AI., dated 4th July 1924). 

A note show'iiig the -ways in which the finances of local bodies may he 
improved is appended. 

STATEMENT A. 

I. — All Municipalities. 



Total 

Percentage 
of col umn 
(2) to total 

Name of tax. 

colleetions 

ordinal Y 


in 1923-24. 

expenditure 

(i) 

(2) 

(Rs. 92-65 
lakhs). 

(3) 

. ES. ■ ■ 

(JN lakhs) 

A. — Disirioi Mt^meipiditles Act. 


(1) Property fax— 

(i) For general purposes 

27-03 

■ 29' ■■ 

(h) Water and drainage tax . . 

.. 12*02 

13 

(iii) Lighting tax 

.. 0-23 

()'2 

(iv) Railway tax 

(not levied hy any eounoil). 

(2) Tax on eoinpanies 

1-49 

1-6 

(3) ((f) Profession-tax 

5-7o 

6 

(1) Suvehavge on inc nie-tax 

(not levied by any eoLmeil), 

(4) Tax on carriages and animals . . 

.. 3-46 

3-7 

(5) Tax on earts 

1-75 

1-9 

(r>) Tax on servants . . 

o-io 

0-1 

(7) Tolls 

13 46 

14-5 

(8) Pilgrim tax 

1-11 

1'2 


— lilementt^ry Edticatlon Act. 


1*45 


t. 



(9) Ediieation tax 






I. 


I *11 i ' 

I ii; <r' 

I ' 1 1^,* 


‘'’iff 
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II. — All Local Eoauds. 


Name of tax. 


Income in 
1923 - 21 . 


ES. 

(in laehs) 


A. — Loctd Boards Act, 

(1) Land cess . . . . . , . . . . 

(2) Companies tax .... 

(3) Profession tax . , . . . . . . 

(I) House lax in unions, including addlthr/ml 
tax for water and drainage, etc. 

(5) Pilgrim tax 

(6) Tolls .. .. .. .. .. 


(7) Education tax 


B, — Blenieniarv BdiwatiGn Act. 


III.— Madeas Goepoeation. 


Name of tax. 


Actual 

colloetioris, 

1923-24. 


Peiceniage 
of eolumn 
(2) to total 
ordinal y 
expenditure 
(Hs. 2ol 
Jaklis). 

(3) 


Pereeuiage 
of eolumn 
(2) to total 
oulinary 
expenditure 
(Ks. f>3*18 


(1) 


lakhs) 

(2) 

ES. 

(in lakhs) 

(3) 


(1) Properl y tax— 

(i) For general purposes .. 

14*18 

26*7 

(ii) Water and drainage tax . . 

13-73 

25*8 

(iii) Lighting tax 

2*02 

3*8 

(2) Profession and companies taxes 

5*69 

10*7 

(3) Tax on carriages and animals . . 

2*03 

3*8 

(4) Tax on caiis 

0*46 

0*9 

(6) Tolls 

0*61 

1*1 

(6) Tax on timber 

1*18 

2*2 

(?) Duty on transfer of property . . 

0*75 

1*4 

(8) Education tax 

(not levied.) 

« . 


Note.— B etterment tax is not levied by the Madras Corporation or by any inuriicipal 
council or local board. Some willin the next few years (e.g., Tiiupati and Ohittoor 
municipal councils). 




STATEMENT B 


Ordmaiy income 


laxes, exeludiii, 
tolly (mainly 
properly tax). 


Total 

ordinary 

expendi- 

ture. 


Name of municipality or 
loealhoard. 


1. Afaflnra 

2. Triehinopoly 

3. Ckieanada . 

4. Coimbatore 

5. Dharapuram 

6. Mangalore 

7. Cnddalore 

8. Kiiriiool . . 


Local Boaede. 


(Kupees 
IN lakhs) 
11-42 
18-60 
9-17 


(Rupees 
IN lakhs') 
1-68 ' 
1-13 
3-51 


(Rupees 

IN LAKHS) 

3-91 

8-20 

7-29 


1. Salem district 

2. Kistna district 

3. Madura district 


Ordinary income — cant. 

Government 
grants and other 
contributions. 


Non -I ax sources 
including fees. 


Name of municipalit-y or 
local board. 


Total 

income. 


1. Madura 

2. Triehinopoly 

3. Coeanada , " 

4. Coimbatore 

5. Bharapuram 

6. Mangalore 

7. Cuddalore 

8. Kurnool . . 


Local Boahds, 


(Rupees 
IN lakhs) 
5-98 
9-41 
2-79 


(Rupees 
IN lakhs) 
2-84 
4-99 


1. Salem district 

2. Kistna district 

3. Madura district 
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An attempt is made in tlie following pai-agrapn:^ 
of local boards and municipal councils 
it is not proposed to include the case ot tlie L-oij 
has more scope for development within the lour cc 
than other local bodies have. 

2. The functions of local boards and municipi 
deucy are more or less "well defined. Under the 
can expand their services and take up more scrvic 
prevents many of them from doing so. llieir p^ 
be confessed, are not sufficient to luaintain the sei 
at the standard attained by their sister bodies in 
though comiiarison with such bodies in India uia\ 
advantage. One expects a better standard ci a 
bodies in modern days, but it looks as it the npket 

k.dhT 1 is the utmost that 

Like Government the local bodies have I 
in prices and cost of living in recent years. Cost 
' - ~a:::l, while the revenue has 

•e. With the i-eturii to norim 
able to maintain their sei* vices more sati 


the present indifferent state 
bodies. C ‘ 


consequence been increased, 
increase of expeiiditiir 

will be ak.w v,^ 

years. 

3. The absence of a well-defined system goi^eruin 
of local self-governing bodies with Goverimiei "■ 
their poor finance. It was imjiossible to define 
were first called into existence half a ce^ntury 
of affording the people a training grc...*^. 
and gradually responsibilities were added 
revenues raised by them 1 — 

merit. Municipal councils grew moi'e r 
tion began very early. In the case of 
for the administration until a decade 
local self-government during the last ha 
though it might have been accelerated, 
the Government have at last found tl 
govern their mutual financial relation 
field of local self-government. It betok< 
and desire for advance. 

4. A committee was appointed b^’ Government in 1920 which surveyed 
the possible grounds of developing the resources of local bodies and sug- 
gested measures for securing to local bodies greater financial rehei than 
they then possessed. The time for such a committee was inopportune tor 
two reasons. Firstly, the Local Self-Government Act had been amended 
a ^:^reat deal providing for new sources of taxation and other revenues. 
The local bodies had not then fully availed themselves of the new powers 
of raising revenues. Any attempt to readjust the fiuaiicial relations was 
therefore premature. Secondly, the reforms had then been introduced aiul 
the Meston award had made it difficult for Government to a (ford much 
financial relief to local bodies. 

The result was that most of the main recommendations of the Com- 
mittee calculated to give additional relief were not immediately accepted. 
The Government liowever were liberal to accept the main principles under- 
lying the recommendations and have been gradually giving effect to them. 

5. Uncertain doles which benefited mainly the vociferous bodies have 
been replaced bv recurring subsidies for services classified as national or 
semi-national in* importance. Grants for non-recurring purposes also are 
given, but minor works of a parochial nature are left to be financed oy tfie 
local bodies tliomselves. 

6. Before taking up the question of ex])lc)ring new sources of revenue, 
it will not be ont of place to show^ how the existing main .service,? are financed. 

?. Taking municipal councils first, the reciiiTing grants received from 
Government fall under the first four of the following heads:-- 

(1) Tmnh roads . — ^Tlie Government subsidy is Rs. 1,000 a mile a year 
and may generally be said to be adequate to maintain them. 


the financial relations 

)e0n a main cause of 

Tto define them in the hegiiiniiig. They 

„ ago with the primary ob|ect 

■oimd in the "Government of the country 
They functioned with the small 
locally supplemented by large doles from Govern- 
apidly and in their case clisofficializa- 
locai' boards officials were responsible 
ago. On the whole, the pi'ogress of 
if century lias been quite satisfactory 
The fact that the local bodies and 
le need for a well-defined system to 
s marks a happy land-mark in the 
BUS also a sense of their independence 


^5 


(2) FAementary ediicafion . — Tbe relief now afforded is not based on 
any system, iior is it projmsed to place it on any definite basis. 

(3) Scromlary schools.— At present there is no system underlying the 
snl>sidies ior these schools. The Government l.iear either the net cost of the 
high s<‘lio()i classes either in full or a portion of it iu some cases, or coiitri- 
Imie a fixed sum towards maintenance supplemented hy varying grants tor 
non-reeurring piu'poses, the amounts of which differ according to the then 
finances of the ioeul bodies and tlie Government. 

(4) relief. — The Government have taken over completely^ the 
district lieadijuarter hospitals and since September 1923 _ a defnile 
system of grants-in-aid has been evolved in the case of other institutions, 
idle Goveriunent bear the entire cost of the salaries of medical officers at the 
hofulquarters of taluk stations mid a fxed xiercentage of the pay of the 
medical oiHc(_H*s in otlier ])laces. In. tlie case of ceidain institutions opened 
from Qtli i’\la]-ch 1915 the (Government have agreed to bear one-halt ot tije 
cost of niaintenance. 

(5) Muhicii^n] hmlth officers.— Government bear three-fourths of 
their cost while the other Gue-fourth is contributed by the municipal 
councils. 

(6) Plan UP .. — Tlie cost of some measures to combat plague pch as 
inoculation, police to guard evacuated houses, observation including the 
pay of plague inspectors, etc., is borne by Government and the rest oy fcna 
nmnicipal councils. 

8. District and tahih hoards — (1) Trunk roads . — The Government contri- 
bute lis.' 500 a mile a year and the amount is generally adequate. The 
allotment is insufficient where quarries are remote or the roads lie near the 
City of Madras or important towns. 

(2) Second-class roads. — ^A. maximum amount is fixed for each district 
and the grant is paid subject to a inaximum of 50 per cent 
of the amount spent on the roads hy the district boards. 
Originally this grant represented one-fourth of the land cess col- 
lected hy each board. In 1913, the Government offered to contribute an 
additional grant equivalent to the amount of land-cess collected by local 
boai'ds in excess of an one-anna rate. Tlie Local Boards Act of 1884 per- 
mitted the boards to levy a cess for general luirposes at only a maximum 
rate of one anna, in all districts except Malabar, South .Ivauara and the 
Xilgiris where the maximum was 2 annas. ^ The Government proposed to 
amend the Act to enable the hoards to raise the cess to over one anna. 
The Ijoards were generally averse to an enhancement and the question of 
amendment of the .\ct was di'opped, hut as the IMalahai’ aud South Kanara 
hoards liad raised the cess to 1| annas and the Nilgiris District Board was 
already levying a i‘ate of 2 annas the Government increased the share of 
these boards in the general resources grant hy an amount equal to the excess 
<*ess over one anna. Snhsetjuently iu 1917-18 the total grant was fixed once 
for all and the sliaro for each distri^ was definitely fixed. From 1st April 
3923 the grant has lieeii earmarked for specilic purposes, viz., upkeep of a 
provincial laidre of di.^triet health officers co.sting about B,s. 1.45 lakhs, the 
iialauce being distributed iu tlie original proportions for maintenance of 
second -cl a, ss roads. 

(3) Elementary educathn"^ 

(4) Sccondory education. I ~ 

(5) 2Iedical relief. j h»ame remarks as for municipal councils. 

(6) Plague. J 

9. Non-recurring r/ru'«f.s.— Generally, the Government do not give grants 
to municipal councils for purposes other than major water-supply and drain- 
age schemes. For water-sup])ly and drainage schemes the iisnal share of 
Government is limited to one-lialf of the cost of the execution of the scheme. 
Gi-ants are m)t^ given for their upkeep which should be financed by the 
councils by raising a special water inid drainage tax or from their general 
funds. For^ the construction of medical buildings or buildings for secondary 
schools, had -grants are paid, hut at present in the case of secondary school 
Innldiugs. Finance Department object to even a half-grant if the finances of 
the council are satisfactory. The Government occasionally help councils 
whose finances have lieen depleted hy. prevalence of severe epidemics, those 
anecled severely by cyclone or floods. 
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10. As regards local boards, full grants are ordinarib' given for bridging 
main lines of conimmiication classed as trunk roads and half grants for 
building otiier important roads. Grants for medical and secondary scliool 
buildings are given on the same principles as those applying to municipal 
councils, ' 

As regards water-siijiiily and drainage schemes, grants are given only for 
major scliemes or where definite schemes approved by sanitary authorities 
are put forward and the local bodies guarantee to maintain them from 
their funds. Compassionate grants-in-aid of general resources also are given 
if the boards cannot make both ends meet even after levying taxes at 
maximum rates. 

11. The above paragraphs will show that so far as existing services are 
concerned the Government subsidy is on the whole limited to specific services, 
while the policy in regard to grants for non-recurring purposes is n^ uni- 
form as between municipal councils and local boards and the fxnanciar condi- 
tion of the applicant lioclies is more or less the main factor in deciding on 
the grant of a subsidy. 

12. The possibility of curtailing expenditiire or^ rearrangement in a 
judicious nianner of the burden of upkeep of existing services has been 
examined in regard to local boards and both the Government and the local 
bodies are taking measures to make local hoards solvent with the existing 
resources as far as possible. As regards municipal councils, there is no 
danger of any financial breakdown so long as they do not neglect collection 
work unduly and do not grossly mismanage their services. 

13. Attention may therefore be confined to the possibility of developing 
existing sources of revenue or of adding new sources. 

14. Existing sources of revenue fall under tw’o heads — 

(1) Taxation and 

(2) Non-tax sources. 

The bulk of income from taxation in municipalities is derived from 
property tax, profession tax and tolls. Other taxes like tax on carriages, 
animals and carts yield su])stantial revenue but not so much as the 
fornier three. Tn hill municipalities, a tax on servants can be levied, but 
it is considered an unpopular tax and the Ootacamund and Coonoor munici- 
pal councils propose to abolish it. 

Tax on companies and pilgrim tax were added on by the Act of 1920 
but yield a small revenue. Municipal councils can also levy in lieu of 
profession or companies tax, a surtax on income-tax under the new Act of 
1920 but tile Government of India (whose sanction is required for its levy) 
have declined to permit any council to do so, though they agreed to its 
inclusion in the existing Act, when the Bill was submitted to them for 
sanction. In local board areas, land cess is the main source of revenue of 
district and taluk boards. Next come tolls which go to district boards. 
Union boards mainly depend upon tax on houses. Pilgrim tax, profession 
and companies taxes were new taxes added on by the Act of 1920 but yield 
small revenues. Further, the hoards find it difficult to assess and collect 
the companies and profession taxes as they cannot afford to employ a special 
establishment for the purpose. 

15. It is possible to derive more revenue from the foregoing taxes with- 
in the limits laid down by the present Act or without the locaP bodies being 
unduly extortionate. 

(a) Froperty tax , — In municipalities, the general property tax is 
levied at varying rates. The District jVIunicipalities Act lays down no 
maximum. At present the highest rate readied is 11 per cent 
in Ongole and 10 per cent in nine other councils. The rest 
levy at rates varying from 61 to per cent. If all coundLs 

levy the general property tax at a flat rate of 10 per cent, tlien 
they can raise the income (Es. 28.14 lakhs according to budgets for 1924-25) 
by Rs. 6.64 lakhs, i.e., by a fifth of their present income. It may be argued 
that a flat rate is objectionable on the ground that it limits the powers of 
municipal councils -to levy property tax according to their needs. It may 
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be so. But experience hiiows tliafc most councils are unwilling to raise this 
tax even tlioiigh they arc on the verge of insolvencj? and their attentioji 
is drawn to the p().ssil>ility of saving their position by increasing this tax 
by even 4 or 1 per cent, it may not be objectionable to fix a ininimnm, 
say, at 8 per cent below which no municipal council can levy property tax 

(7;) Projession fax . — Profession tax may yield an additional income of 
about Es. 27j000 if all the councils levy at the maximum rates laid down by 
law. This is an undei-estimate. This is a source of income which can very 
w'eli be exploited without any serious objection. What is required is an 
earnest attempt to tax all persons wdio really make an income by some 
profession or other without making exceptions. It is generally the person 
who gets a fixed income that is now regularly taxed. Many shopkeepers and 
small traders escape either on account of the imwillingiiess on the part of the 
council execntive to tax them or for want of proi>Gr agency to bring to 
book all such persons. But there is no doubt that if only the councils assess 
and collect the tax jjroperly, thej" can add an appreciable amount to thoir 
revenues.. ■ 

(c) Corn panics tax.’— -The same remarks can be applied but with less 
force to companies fax also. 

(d) Surcliarge on rncome-tax . — It is possible that the municipal 
coiiiunls can derive a very substantial sum if they are allowed to levy the 
surtax on income-tax (in lieu of profession tax on incomes of Es. 2,400 
and over) now allowed under the law, 

16. As regards local boards, tlie main source of their income is land 

cess. Undei' the present Act, it can be levied at a maximum rate of one 
anna six pies, of which district ])oards may appropriate a cess of nine pies 
and taluk hoards a cess of nine ]>ies. The maximum rate has not yet been 
reached by ail district and taluk boards. If all the Imards levy the cess at 
maximum rates they can derive an additional revenue of Es. 11.67 lakhs. 
But there seems to be no justification for prescribing any maximum for 
levying land cess. In the case of municipalities there is no snch maximum in 
respect of the general ])i-operty tax. The discretion may be left to the 
local l)oards subject to tl\e a]>i>roval of Government. Even here one anna 
six pies may be the minimum instead of the maximum. Profession and 
comjianies taxes in non-union areas are collected by taluk boards generally 
on payment of a commission of 5 per cent of collections to village officers. 
The village officers are not under the control of the taluk boards a^id are in- 
different in properly assessing and collecting the taxes. These taxes 'were 
nc'^vly introduced in the present Act of 1920 and haA-e not been fully tried. 
Some local boards have abolished the taxes after one or two years of leA^y on 
account of the difficulties of collectifig the tax. Much additional jwenue 
cannot be lioped for iti the near future unless the hoards systematically 
employ a col lection staff, or Government make more efficient arrangements 
clii'ectly w'ith the Revenue Department for their collection. As regards other 
taxes it cannot l)e said that they are under-assessed. It is not ’possible to 
estimate the additional revenue that may he raised by raising the rates of 
other tiixes.' ■ " ■ . ■ ‘ 

17. The non-tax I'csourcos of municipalities and local boards may gene- 
rally he described as reiinincj-ative enterprises. Municipal councils get a 
large portion of tlieir income from the followdng heads: — 

(1) ^farkets, cart-stands, and slaughter-honses. 

(2) Avenues. 

(3) Licenses of Amidous kinds. 

(4) Sale of lands and I'ent and produce of municipal laiuls. 

(5) Private vseavenging and cess-pool fees. 

(6) Sale of rubbish. 

(7) Fees, fines and forfeitures, mainly magisterial fines. 

(8) Chai'ges for excess consumption of Avater AAdiere there is a Avater- 
sopply scheme. 

(9) Municipal trading. 

18. (1) 2[arl‘efs, earPstands and- slaugjiterdiouses . — It is surprising that 
oA^en at the present date many municipal councils have not exploited this 
unfailing source of income to its fullest extent* Of all other so\U’ces thi^^ 
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enterprise offers the least objeetionabL 

15,000 

(The figures are in the 
Sfarkets (1923~2i). 1922_; 


The following councils 

111 irom markets since 

rupees.) 

192'i:-25 .1925-26 

t. Revised JBudget 
Estimate. Estiiuate. 
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24 councils (named ' 


s are iinx>ortant trade centres 
revenue in their cases will follow 
improvement of the conditions of 
to the traders will no doubt bring 
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Tirupati, 

x '-bie, Calicut, Cochin, Virudhui 

izagapatani district 
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iunicipalit;j.r, In.' 
■:adrowVof:'"'sh:ops"' 
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■I exc’cntion. It is possible to 
above towns and in other towns 
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(1) Xarasaraopei 
(2'! Telliohcrry. 

(1) Arlord. 

(2) Bellary. 

( 3 ) (oeanada. 

('0 llbidigiih 
m) /] rid in a. 


(3) Brlvilliputtiif, 
(1) Srirangam. 

(6) Oooiioor. 

(7) Ootaoamiind. 

(8) Salem, 

(9) Palameottali. 
(In) Tt ifibiuopolv. 


ouncils cannot successfully put 
1.V .levying license fees on them. . 
nsider the question of nionopolv of 
s by tno municipal councils. *It is 

ins over private markets eompul- nip*'. 
IS a doubUiil expedient and an nn- 





{2} (‘rmnciiv, are enterpriNiiiji; iu tiiih respect . Ooiaca- 

the ol coiineiis willi a.ji income of lib. 10^426 from avoiiucs. 
liesides the la.i'ge trees in, its two catchment basins, the coimeil owns severaJ 
plots of land wliiah bappl\ firewood. Duly three other towns — Ciiddalore, 
KuiuhalvonaiiL iMayavaniiu— get over Rs. 8,000, and this must he due to 
the tael that the counci is iuive jdanted fruit-yielding trees. It is strange 
tliat iu h'g towns like iMadura and Trichinopoly the income from this source 
3s .less than Rs. :2,000. Systcjiiabic exploitation by other councils will no 
doubt add considerabkr ro their revenues. 


(rp l.ivaisc levs.— -.it IS ix\gre Ota hni that eouneils do not kecf^! aii eye 
on rliis source, 'fhe fcx\s fixed a.]-c generally low and are not ]) 3 'omptly cob 
leeted thongli tlic law rcoujres payoient iit advance. The amonnt received 
under lliis luaid in all t]}o ('unncils in 1923-24 was Rs. 3.13 lakhs. No .i.ni- 
j)rf>venient can bo ex|.>ccted in this direction until councils are ju’csided o^ oj* 
by competent and honest chairmen and they can command the services of 
an efficient executive staff. 

{4) Land ' ilccdoinacnt. — Imijrovement in this direction i.s necessarily 
slow. The Town Planning Act of 1920 has not been fully availed of by 
many councils. When tlie councils have executed t-lie schemes framed there- 
under, a considerable addition to their revenues may be expected when they 
levy betterment contributions on the lands develoxied by them. At present 
Trichinopoly alone gets ovej* Hs. 10,000 from I’ent of lands, Ootacamund 
comes next with Rs. 5,604. 

(5) Private seavemjing and ccss-jgool Under section 154 of the 

Madras District Munieiiialities Act, 1920, the fees should cover the cost of 
the service, but in as many as 36 councdls the service worked at a loss in 
1923-24. Both in the reviews on the administration rex)orts and in the 
audit reports, councils are being warned that the service should be made 
self-supporting. Some of them have been threatened that such loss is sur- 
chargeable. vStill, the improvement is quite inipercex>tible. With the rapid 
spread of education among tlio people of towns and with jiropaganda under- 
taken by the i^ublic health and sanitarjv staff, it should not be long before 
people recognize the advantage of this system . In the long run this is 
bound to become self-suppoi'tiiig. 

(6) Bede of rubbish . — Here again very few inuiiicipalities liave realized 
the possibility of raising substantial incoxne from this source. Madura 
realizes a handsome income of over Rs. 44,000, Trichinopoly comes next 
with Rs, 25,000. Alaiiy other lug and x>c>P«lons towns in the midst of agri- 
ciiitiiral tracts do not derive oven half the income of the Tricliinojxoly Muni- 
cipal Council. As many as fifty get less than Rs. 1,000. If only the councils 
will choose the right kind of lessees and take interest in the matter, it will 
not be difficult for each oouiieil to get not less than Rs. 5,000 a year. 

(7) FeeSf fines, etc . — This is not a source of income wiiicli can be ex- 
ploited and developed. It is only in toums where the Town Nuisances Act 
is in force that this income can be counted. The working of the Act depends 
upon the i>olice. The number of prosecutions under the Act is very few. 

{'8) Cdtarges for excess consumjjtion of wcdcr . — The apathy of councils 
in lixiug meters to house connecjtions in taking xiroper readings and charg- 
ing for excess in time and generally in, not adopting and working pro})erly 
tim water woiks by-laws is responsible for income. The income does 

not exceed Rs. 5,000 in any municipality with the exception of Trichinopoly 
wiiere the credit of Rs. 18,752 is mostly due to the supply of water to the 
South Indian Railway, llie council will lose this income the railway com- 
pany completes the ^vorkshox>s at the Golden Rock and has its own water 
woi*ks installation. It remains to be seen how far the councils work the new 





fi!; boards, the main sources of 

aie feirV. The impoi'tant items are — 

(1) Hail ways. 

(2) Motor buses. 

(3) Avenues. 

(4) Licenses. 

(o) AlarketSj cart-stands and slaiigliter-lioii&es. 

Thi'ftaii^ 5ajteai/s.-— Only five district boards liavo wi 
w^v<i w boards levied a special railway cess for con 
Tr +1 5 -et materialized. Under t 

of the Goverament of IncUa, it is not likely that any distric 

boards' source of revenue is therefore once^for all 

(2) Motor busM.—lt is open to district boards to cue 
motor bus s^i-vices m lieu of railways but the Hanmad d 1 
quite succe.ssfnl. Still district hoc 
.boeuse fees by eiicouraginjf nio 
dustij and affording facilities to private companies. Ci 
Board realizes an income of B,s. 5,000 from motor licenses. 

. (3) -ire/Mces.— A comparison of the avenue roceipts fi 

imiiortant Iwarcbs for 1022-23 and 1023-2-1 shows that in 1 
;i decline in revenue— vide statomemt I) attached. Tim I 
A?,° bad season ii_i some districts and to eyclouos and Hood 
Among districts which have systematically developed aveiii 
tioned ^orth Arcot, -ivhich wa,s the forerunner in the Rel 

Madura, lu Madura the 
not yet lieen fully worked out and when it is, the district 1 
owner of a property worth .several lakhs of rupees The ( 
commended the example to other boards. It is iioeessar 
boards should have a well-laid out programme for plaiitino* i 
employ person who know their work. Indiscriminate exi 
be avoided. The Ohmgleput District Board also has frame 
It remains to be seen how it will linance it. 

(4) Licenses. ^]\Iany of the taluk boards have not vei 
themselves of the possibilities of making licenses a source "of 
or the purposes for which licenses are required unde]* th 
Hoards Act were added on (recently) bv the Act of 19‘>0 
existence of a provision in the District Municipalities Act 
cipal councils to license offensive and dangerous trades withi 
their limits, the local boards are iiof able to derive the full xtivtsnue oossinie 
hoin tins sourp. It is proposed to amend the District Municipalitfes Act 
so as to give local boards complete powers in this respect ovei^ll 'their 
areas. Local boards and municipal councils may with idvaiitage conside? 
the possibilities ot enhancing their revenue by (1) impo,sina foes for resris- 
tratiou of .sellers of particular commodities, c.g.. coi-ton, ground-nut irun 
powder, etc., (2) compelling brokers in big towns wliiel W nn rLs o 
take out licenses oil payment of fees. Cattle markets and big grain markets 
afford large scojje for brokers. ^ ^ nidiKew 

, (5) carf-stamls and shiughicr-housrH.—li is difficult to coin- 

jevenuo from these soiirces of particular local bodies as 
the form of accounts is such that the gross revenue iu each local urea camiot 
le ascertiuned easily. ^ Ihaking districts as a whole, Coimbatore (lls 106 
thousands) stands first in the held. Next comes IMadura (Rs. 60 thousands), 

20. From the above paragraphs, it will be seen that within the four 
several lihs of rapees® 
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22. New somrax of revenue.— The Scheduled Taxes Eules framed by the 

Goverumeut of Incfra under section 80 A-3 (a) of the Government of India 
Act Jay down the taxes that may be imposed for purpose.? of local authori- 
ties. lower IS re, served to the Governor-General in Council to makh anv 
adchtion to the hst of the taxes enumerated. The following taxes are not 
levied by local bodies: — ^ u 

(1) Tax on boats, 

(2) Tormina! tax. 

(3) Octroi. / 

j.tein (1) does ]i.ot seem to liave been yet considered because this Presi- 
dency does not possess many navigable rivers. However, there seems no harm 
m. locai bodies in this Prc\sjdency being empowered to levy it. 

Ibe question ot levying item (2) in the Madras city was raised at the 
time 01 iiassing the Act oi.' 1919 Init it was not ajiproved by Government. 

A terminal tax on timlier alone is levied in Madras city^ .Tt is doiibt- 
iui it a terminal tax on goods and passengers by sea or rail will find favour 
with tJie Government of India. In the pilgrim tax we have a form of the 
terminal tax ni. a small degree. 

IHui (3) Octroi has never been tried in this Presidency, it is ])rcsinued 
that ibis tax and tolls ea-nnot be levied by the same body as otherwise the 
local body will be taxing the goods as well as the carriages or animals bring- 
ing them in. A former Government of Madras characterized Octroi as a 
pest. It is doubtful if it can be reckoned as a popular or tolerable tax in 
these days of free communications. It may be interesting to note that in 
almost all agricultural villages such a tax is being levied by the village com- 
munity for the communal purposes of the village. For example in South 
Arcot district in the Cliidanibaram division it was found in some villages 
that -whenever a ryot took out a cart-load of paddy for sale from the 
village, lie had to pay 4 annas to the Nattamai for the village temple. No 
one resented to pay this tax. 

23, There are a few others like taxes on vehicles and animals which are 
not levied by local boards, and tax on servants, the levy of ivhidi is con- 
fined to hill municipalities. It inay not be practicable for local boards to 
assess and collect the tax on vehicles and animals in rural areas, but union 
boards may well be given the power to levy the tax. Tax on servants is 
unpopular and need not be considered. The Legislative Council has under 
consideration a Bill to tax entertainments. This is a tax reserved to Pro- 
vincial Governments under the vSclieduled Taxes Rules and the Government 
of India have permitted its levy by local bodies. The additional inooiiio 
likely to bo raised from this tjix is not known but it will not be an insigni- 
ficant figure. A tax on advertisements and a tax on marriages may be levied 
in municipal areas. 
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24. It is ditticult to suggest other 
.forms of revenue. A tax on tobaKX-o 
either on the acreage under cultiva* 
tion or on the manufactured product 
exported out of the Presidency may 
bo feasible, but under the Scheduled 
Taxes Rules a tax on luxury is a pro- 
vincial tax. If local bodies are to be 
permitted to levj- the tax, the folio-w- 
ing facts wdll be of interest. On an 
average ^ over 200,000 acres are culti- 
vated wdtli tobacco in the Aladras Pre- 
sidency. The total yield comes to 
over a lakh of tons. The value of the 
crop at an average of Rs. 1,000 a ton. 
amounts to over ten crores of rupees. 
An excise diitj^ of one per cent ml 
valorem, may yield Rs, 10 lakhs. Or, 
if a special local cess is levied on the 
area cultivated with tobacco, say at 
Re, 1 per acre, about Rs. 2 lakhs may 
be obtained by local boards. 



.'Hixport of unmanufactured 
tobacco from British 
India. 


If the tax is le\'ied ou the tobacco 
exijorted outside the Presidency by 
sea, then a duty at, 1 per cent of the 
value of tobacco exported will bring 
about Es. 4 lakhs. 
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Development of Municipal and Local Boaed.s ‘Profession and Companies 
TAXES — The niFr'icuLTiES experienced and the remedies. 

The earliest mention of a tax on arts, professions, trades and callings 
was in the Madras Towns Improvements Act X of 1865, which enabled 
the Governor in Council to form any town into a niuiiicipality and to 
appoint Commissioners to raise funds and carry out all necessary improve- 
ments. The tax on arts, professions, trades and callings finds a place 
among the rates and taxes levia])le under this Act, the x)rimary object 
of which was to provide funds for the maintenance of the police force. 
The larger towns had till then contributed little towards this object, al- 
though they required a larger force foi* their safety than rural villager. 
The Government of India, therefore, urged tliat tlie monied and trad- 
ing classes,^ who resided and carried on tlieir business in towns, did not 
pay their fair share of taxation, and that owing to the number of per- 
sons congregated in a small space and the increased facilities for, and 
incentives to, crime, the expense of police protection was greater iu towns 
than in the country. The Select Committee's report on the Bill which 
was afterwards passed into Act also points to the same conclusion. It 
runs as follows: — 

“We have deemed it advisable to recast section XLII of the ori- 
ginal Bill and the other sections which provide for a license tax on arts, 
professions, trades and callings, as well as Schedule A appended to the 
Bill, by omitting those provisions which require that the persons to be 
iaxed under this part of the Bill should take out a license and by includ- 
ing in^ the schedule persons in the Civil Service or Government or of 
any joint-stock or other public company or trading fiirm. By this alter- 
ation in the description and character of the tax, we are enabled to 


303 



include ivitlini tlie scope of these sections of the Bill, a large class of persons 
Whose ex6J)ix)tion irom tlieir oi^eration lias been urged, and, as we tliiiik 
with jnstico, as a grave defect in the original Bill and to correct what' 
in tact, IS an anomaly in regard to some of the classes vspeciiied in the 
original scliednle in requiring persons to take out licenses to enable them 
to practise professions winch they have already been authorised by com- 
petent anthonty to practise. The cases of barristers and physicians are 
instances in point. We may add that no licem.se s were required under the 
moturpha tax and there does not seein to be an v valid reason for reqnir- 
nig them m connection with the tax now proposed.” 

2. Ihe tax was leviable on persons exercising in the town any art, 
trade or caiiing. Ihese persons were divided into live classes for purposes 
ol assessment, tiie annual tax payable ranging from Es. 2 to Es. 50. 

n 1 .superseded by Madras Act III of 1871 and the 

bcheduie B appended to tbe latter Act shows that the tax on arts, trades 
etc.,^ was understood to include the ease of civil and military officers 
lioiciing Government appointments and that of persons in receipt of salaries 
Irom joint-stock or other pnlilic companies or trading firms. In this Act 
the schedule of tlie tax was also modified so as to comprise eight classes vary- 
mg iioni Ee. 1 to Es. 100 annually, instead of five classes ranging from 
Es. 2 to Es. 50 as before. The imposition of this tax appears to have 
been very unpopular ever since its levy under Act III of 1871. 

In the beginning of the year 1878, the President of the Municipal 
Oommipion, Trichinopoly, represented that municipal institutions W'ere not 
appreciated by the masses, that the taxation which accompanied them 
was unpalatable, and that of the taxes in force, the tax on arts, profes- 
sions, trades and callings was especially unpopular. He accordingly pro- 
posed to substitute for the tax an ^octroi on all the grains consumed in 
the town.’ Tt^ was then decided that the levy of the arts tax should 
be suspended in Trichinopoly ; but tbe Government did not accept ihe 
suggestion regarding levy of 'octroi’^ in its stead, as it was of opinion 
that the ^octroi’ would prove ve^xatious and unpopular in the extreme, 
and wmild press with especial severity on the poor, and as tlie ques- 
tion of introducing an 'octroi’ was duly considered when the Act of 1871 
was discussed, it was deliberately rejected. 

4. The following extract from the report of the Local Belf-Oovernmont 
Committee of 1882 gives the history of the tax up to that period : 

"Tliough this tax is tlie lineal descendant and successor of the old 
imperial moturpha and as such supposed to be in accordance with native 
custom and feeling, it has always been perhaps the most unnopular of 
all the miinieipal taxes. In the review of the reports for the" first year 
of its collection under the new Act, we read: 'In the municipality of 
Palamcotali and in those of the Tinnevelly district generally, the excite- 
ment on the introduction of the tax on trades and profe.ssions is said 
to have been very great, but it was allayed to a considerable extent 
in the former town by tbe commissioners permitting the various traders 
to apportion tlieir^ own taxation within the budget limits. From the 
reports received, this impost appears to be more unpopular than any other 
amongst that portion of the community, at any rate, who have most oppor- 
tunity of giving expression to their dissatisfaction. This is probablv owing 
to the high incidence per tax-payer, to the fact that it falls as an addi- 
tional impost upon those who are also called upon to pay the imperial 
income-tax and to the commissioners finding considerable difficulty in 
a]>portioning the amounts which each tax-payer should lie called upon to 
pay.’ To tliese causes might have been added the directness of its 
ineklence and the more or less inquisitorial nature of the inquirie.s by 
which its assessineut nui.st always be preceded. In fact, it mav be broad-. 
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and was also extended to the lower clashes of ibe .sebeduie, until at present 
it is in force in 34 towns out of the whole niiniber of 47* The imposition 
of the imperial license tax in 1878 -winch has to he paid hy the sanie 
persons who pay the^ municipal tax, has ixowevei’j increased its unpoi>iilarity 
and the difficulty of assessing it with strictness.” 

5. Act III of 1871 was superseded by the Madras Act IV of 1884 which 
was brought into force on 1st April 1885. The Act did not make any mate- 
rial alteration in the rate or character of the tax on arts. The only 
change which it introduced was the insertion of tlie words hind on offices and 
appointments’ in section 53 apparently to make it clear that^ offices and 
appointments were not excluded from the category of professions, trades 
and callings. 

6. Tn the report on the adininlstration of District Municipalities 
in the Presidency for 1885-86, the first year after the introduction of Act IV 
of 1884, the Government observed that for several reasons this (the tax 
on arts, professions, ti'ades, etc.) was the most unpopular of the Alunici- 
pal taxes, and that, although its abolition was not practicable, the Govern- 
ment would 1)6 glad to see its incidence lessened wherever possible by 
the exemption from taxation of the lowest classes of the schedule. On 
this, the Government of India called for a full reiiort in regard to this 
tax,* and a statement of the reasons -why some other more popular mode 
of taxation could not he substituted for it, and at the same time remai’ked 
that jMadras and the North-Western Provinces were the only portions of 
India in which a large revenue was raised hy district muuicipalities from 
taxing trades. This report was furnislied in paragraph 15 of the General 
IMunicipal Review for 1886-87, W'herein the Government observed as follows; — 

‘^The tax is, as remarked in last year’s review, unpopular but the 
Government are convinced that it cannot he done away with. On the con- 
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of assessment, Tbe former Act of 1884 carefully omitted all reference to 
income and .]c3ft it to the yarious .municii3al councils to classify the trades 
and professions as tliey thought best, No doubt in making their classifi- 
catioii^ most of these l.>odies were guided by tlieir estimates of income 
received and probably in actual practice the former rating was oi^en to 
the same objection as was raised against the provisions of the amending 
Act. The amended x\ct was however wider in its ai^plication and \^'as oi^en 
more ostensibly to the objections to an income-tax, as a form of raising 
.inmiieipal revenue. , , 

9. The Madras District Municipalities Act, 1920, which suxierseded tlie 
Municipalities Act of 1884, divided j^ersons liable to the tax into ten classes 
instead of nine in tlie old Act. fn the new Act, the maximum rates 
of tlie tax were enhanced in respect of the first seven classes as shown 
in the following statement. It is proposed to raise the rates still fui'tlier 
in the amending Bil! now under consideration as shown in the statement 
below : - 

Maxiiitiuin tax per amiiiui 

Humhei- of class as per Fixed tax ——.j 

rule 17 of Schedule Range of per aiiniun In the 

IV of the Act monthly iu the In. the Act ameiiding 

of 1920. income. Act of of 1920. Bill under 

1884:. eonsidera- 

■ ■ tion. 


(1) Madura 43,491 

(2) Coimbatore 19,386 

(3) Bajaliinundry 18,785 

(4) Guntur 18,183 

I The companies tax is levied in all except ten municipalities. The 
income of all the district municipalities from this source in 1923-24 
Is. 1.49 laklis. The income exceeded 11s. 10,000 in only one town, viz., 
)ato.re. The total of the income from tlie profession tax and the tax 
lujianies of all the district municipalities amounts to nearly 8 per 
)f their total ordinary exx>enditurc. It will thus he seen that muuici- 
■^s depend to no small extent on the income from these taxes and that 
ax has (*ome to stav in the municipalities in this Presidency. In 
JO. the total number of persons assessed in all the 72 municipalities 
in' existence, in all of which the tax was levied, was 82,413 and the 
-rc assessment per ]>erson assessed was Rs. 4-84, The incidence ranged 
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from Rs.^ 7-11-8 to Rs. 2-2-1. The average assessment exceeded Rs. 7 in 
two municipalities, ranged between Es. 6 and Hs. 7 in eight iniuiicix>alifcies 
and between Rs. 6 and Rs. 6 in, fifteen municipalities. 

13. Under the existing Act of 1920, residents of municipalities are liable 
to the profession tax also on their income from agricultural lands situated 
outside municipal limits. The assessment of profession, tax on agricultural 
income is unpopular. The Tanjore Municipal Council exempted these in- 
comes from the tax. It has been contended that agricultural income should 
be exempt from the tax on the ground that tliere is already a fairly heavy tax 
on such income in the shape of land revenue. In the amending Bilf mnv 
under consideration it is proposed to exempt agricultural income from 
liability to the profession tax. It is also proposed to legislate tliat tlie tax 
on companies should he levied on the d^usiness turnover’ of companies 
instead of on their paid-up capital or income. 

14. No special difEculty is now experienced in the levy and collection 
of profession tax in municipalities. It sometimes happens tliat in some 
municipalities a number of persons escape taxation, and that a large per- 
centage of assessees are underassessed. The Chairman fixes the assessment 
on general considerations with reference to the nature and rei^ated value of 
the business, the size and rental of the business premises, the quality of 
the articles dealt with and the number of persons employed and the income- 
tax paid to the Government. He is not entitled to call for accounts of any 
assessee nor has he any means of knorring accurately the amount of income- 
tax paid by i:)ersons, as the information collected by Income-tax Officers is 
treated as confidential and is not niade available to him. It has been found 
that some municipal councils remit or reduce assessments of the chairmen 
very generously sometimes with a view to secxire the favour of tlic assosseevs 
(wlio are all electors). These difficulties could be got over if at least in tlie 
largex' municipalities special paid executive officers of the grade of Deputy 
Collector or Deputy Tahsildar are appointed for the assessment and col- 
lection of the taxes and the councils are dei^rived of the appellate powers 
vested in them, which should he exercised by the Revenue Divisional Officer 
or District Collector. 

15. In local board Civeas the profession and eompanie.s taxes were first 
introduced by the Atadras Local Boards Act of 1920. The profession tax 
may under this Act be levied in local board areas at the same rates as in 
municipalities, except that the minimum taxable income in local board areas 
Rs. 25 per cent mensem against Es. 30 in nmn:cii)alities. Unlike the 
practice in municipalities the salaries of persons holding public or private 
appointments, pensions and income from investments are exein])t from the 
tax. The income from these taxes derived within union limits goes to the 
union board while that from the rest of the area goes to the taluk board. 

In introducing this tax in rin-al areas, this Government in forwarding 
the Bill (which finally became the Local Boards Act of 1920) to the Govern- 
ment of India stated as follows: — ^ 

‘‘There is a general complain t which the Governor in C’oimcil con- 
siders to be Avell founded that the burden of local taxation in rural areas 
is thrown too exclusively on the land and that important classes of the 
population such as traders, money-lenders, etc., wlio participate in the bene- 
fits provided by local hoards do not adequately contriimte towards clieir 
revenues. It lias been suggested that a rural profession tax — or rather a 
license fee on profession — should be imposed by rural boards ; but such a 
tax would be exceedingly difficult to assess and collect over a largo area. 
The Governor in Council considers tliat the most satisfactoiy and equitable 
method to correct the inequality would be for local bodies' to levy a sur- 
tax on the incoine-tax . . - - 

The Government of India did not approve of the levy of surtax on in- 
come-tax. The Select Committee which considered the Bill substituted a 
companies tax and a profession tax in place of the surcharge on income- 
tax, 

16. In 1923-24 only 59 out of the 126 taluk boards in the Presidency 
levied the profession tax and the total income derived was Es. 1.24 lakhs. 
The income exceeded Rs. 5,000 only in seven taluk boards and in no taluk 
board did the income exceed Rs. 10,500. There are hardly any companies 
in non-union areas. Only 19 taluk boards realized an income from this 
tax in 1923-24 and the total income realized was Rs. 10,800. The total 
income derived by the union boards from tlie profession tax in 1923-24 was 
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lls. 74j000 iind that froai tlie coiiii>anies tax Rs. 17,600. ]t cannot be 
said that the anionnt.s roailizorl represent the tax payable by all persons and 
companies liable to pa,^' the tax under the Ac'i. 

17. ^riie area ot most of the taluk boards is large extending to over 
1,500 sq 105 re miles in some cases. As already stated the income ol’ 
individual taluk hojii'ds from these taxes is sniall and taluk hoards cannot 
alFord to etiiplqy an efficient peripatetic staff for assessing and collecting 
these taxes. The c*osl of es tab li slim enb would swallow a very large percent- 
age of the income from the taxes. The hoards were advised to entrust 
the work of drawing up lists of persons liable to these taxes and of col- 
lecting the taxes to village officers on payment of a commission of 5 per 
cent of the {‘olloctions. Most bodies have adopted this agency. VTllage 
offi<,*er.s, jjowevtn-, do not prepare exhatistive lists or collect the amounts due 
froiu thf^ asse.'.Ntc. They are iiot the servants of the taluk boards and con- 
siderable (Iji'l-iC'uhy experienced iu getting work don© bj' them, us the 5 per 
cent commission l»as not in practice proved attractive. 

In view of all ihes© difficulties, some of the taluk boards which at lirst 
levu'od the taxes have .since decided to abolish tliem. Matters might con- 
siderably improve if the work of assessment and collection was eiitrasted 
to ilio Revcinie j)o|>arbnient. Rut the Revenue Bepartinent will not pro- 
Inibly ho willing to undeidake tlie duty W'ith their i^reseiit estahlishmeiit, 
nor i.s it poi'lui]).s de.^irable to transfer this duty to theni. The most they 
might be willing to do would b© to lend officers for the duty, and under- 
take the cxerci.se of appellate powers. An alternative is a* surcharge on 
income-tax. The Government of India has once before deff.nitely refused to 
allow the levy of the surtax in local board areas and it seems doubtful 
if they will reconsider their decision. Owing to the difficulties of assess- 
ment and collection, the.so taxes in local board areas have not had a lair 
trial. 

18. The case is different in union boards. Union boards einjdoy bill- 
collector.s for collecting the house tax, and this agency can be utilized 
for the as.se.ssmenf aiicl collection of the profession and eompaiiie.s taxes. 
The area under Ibe jiiri.sdiction of each hoard is small and coin]:>act and 
tlie mem])er.s of tlie hoard are likely to have fairly reliable information as 
to the income of tlie residents in the area. As already .stated, the ineoirie 
from the pi-oFession tax in unions was Rs. .74 lakh and from the companies 
tax Rs. .176 lakh in 1923-24. No .siiecial difficulties in regard to the assess- 
ment and collection of these taxes in unions have been brought to notice. 

Motoe. BUS Services, 

Motor bus services are at present generally unlimited and running in 
competition -with cacli other and pay to the local board a fee at so much 
per mile of their run. It is doubtful whether under tlii.s arrangement the 
iuxblic .secure the best and safest service and the local board the greatest 
revenue. If a car breaks dowm and ceases to run for some days, the public 
service is diminished and the local board’s fees reduced. Such breakdowns 
are frequent in tlie ears owned by .small and inexperienced owners who are 
likely to employ inefffciejit diffvei-s and fail to see to the p>roper maintenance 
of their i^ehides. The remedy appears to be to lay dowm condition.s for each 
run as regards service in ©very particular — inunber and seating capacity of 
cars running and in reserve, horse-pow’er (niiiiinmm), tyres, timings, fares, 
etc., and dispose of each run hy auction or tender. Penal clauses would be 
provided in an agreement for failure in any particular. This would vsecure 
to the public a reliable and sufficient sei’vice which wuukl not he driven to 
dangerous expedients Ijv com]>etition and to the local board the full com- 
petitive price for the use of its roads. 

ABOLirioN Ol? Tolls. 

Toll revenue goes to twm authorities — district boards and municipalities. 
Both kinds of tolls cause considerable inconvenience^ to traders and travel- 
lers and may give rise to a, certain amount of oppression l)y toll-gate keepers. 
The amount paid iu tolls does not all go to the local authorities, but a. con- 
siderable percentage remains wdth the toll contractor. These and other 
couside!‘ations luiv© long ago led to the abolition of tolls (practically coin- 
Xilete) in most civilized countries. It is not, I think, right to .say that India 
has not yet reached the degree of civilization at ivhieh tolls can be 
aboli.shed. On the other liand Government and local authorities maintain 
an imnien.se mileage of trunk and district roads which are increa.singly used 



hy w^licolod traffic of all kinds, carrying produce and almost every article of 
- .... as passengers. The improvenient of railway facilities has 

tile past decreased road traffic on the whole and is not iiheiy to do 
ruture, but jt there is thought to be any chance of its causing a 
IS one more reason for local authorities inding an 


commerce as well 
nob in 
so in 

perceptible decrease, that 

alternative source of revenue instead of tolls, 

^^^l^cipal toll-gates being comparative 
paid by vehicles licensed in the particular mu 
less inconvenience, while they form a defmi 
applied (in part) to maintenance of municip£ 
cipal tolls can be left alone. It is possible tl 
native courses proposed, these may also be a 

3. Supposing it is conceded that tlie time ha; 
extra iniinieipal roads, i' 
revenue for local boai‘ds can be 
revenue, while avoiding 

4. In local board areas the diief 

cars, motor cycles, cycles, animals, 
plying for hire, ' ' ' ‘ 

light vehicles with 


3w, ^aiid the tolls not' being, 
al ities, cause',' comparatively : 
urce^ ' of: :''in'C0ine':'::specific3aily': 
,ds. , For the; present,.''- muni- 
'ith the experience '.of :alteiv.' 

led ,. a-fter '■ so,me ', time,' 

. . come to abolish tolls on 

It remains to be seen how an expanding source of 
™ secured to counteihaiance the loss of toll 
as iar as possible unfair incidence of taxation. 

sources of toll reveiiiie are carts, motor 
■' • I ■ ^^5.* ^letor cars and cycles except those 

heavy velucles excoednig tvo tons in weight unladen, and 
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6 The carts that pass through local board tolls are mostly either carts 
owned hy agnoultunsts and used to transport their produce or or 

nmrce“''Thc “ “^her articles of t.m- 

viierce. The caits of the former class may roughly be taken fn Tiesja /* 

p,„portl„„.t.ij to a. tod bXngSgX'S. o™ 

and''hoi°e “ increase in land cess and in profession"®property 

+,tii rejeuue of district boards is roughly Rs. 27 lakhs (excludina 

toll contribution from municipal councils of 2.41 lakhs). Land ceS k 
lakhs, property tax and profession tax in municinaliti^ and Lnt!f+ • 
unions is 46 lakhs. If two^ pies is added to the land cSs and the nth^ 
named are raised by 10 per cent, local bodies should receive ndd^r^*' 
come of Bs. 10.6 lakhs and Rs. 4.6 lakhs oi rtotaHncome of 
There are over 1,000,000 carts, go this is equiva ent tTnnL i 
each cart. This leases Rs. 11.9 lakhs to be^s^lS g &asfdT?xot,-,?n 
on motor vehicles, and cycles, and horse vehicles for animSr de^n f* 
roads to a great extent and can be neglected. There ire 19 9fiR nf + Y®-® 
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,v,tka.s, etc., :s increased. It may be nSirv to L™ Y P’'®*'-l>fycles, 
and motor buses plying only within Madras Pnrnori+*'^® amount taxss 
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Mr. Cotterell gave oral evidence as follows : 

The resident. Q .- — You are Secretary in tlie Local Se.if-Goveiniineiit 
Department? 

A. — Yes, I only took charge at tlie end of March. 

Q. — Your department has sent us three notes, one as general answers 
to the (questionnaire, one on tolls and other matters, and one on the develop- 
ment of profession and companies’ taxes./ 

A. — Yes. : 

Q. — Do they represent the views of the Ministry or those of the Secre- 
taries to Government P 

A. — Tlie answers by Mr. Moore rei> resent the views of the Ministry. 
I don’t think the others have been seen by the Minister. 

Sir Fercij Thompson, Q .- — Let us take the first note. In answer iio 
Q. 107 you suggest that the following taxes shonld be assigned to local 
authorities; tax on advertisements, tax on amusements and stamp duty 
other than duties of which the amount is fixed by Indian legislation. 
Would there not he a difficulty in regard to stamps on commercial trans- 
actions in that/ there would he two competing local authorities? 

A. — 1 discussed that with Mr. Moore: he only meant a surtax on stamp 
duty, " ■ 

Q. — Even then it seems to me that there is a difficulty. Suppose you had 
a document which was executed in one nuinieix)ality, but related to a matter 
ill another municipality, would not both the nmnieipalities claim the sur- 
tax?' 

A. — Probably they would. 

Q. — Are you going to have a special stamp? Suppose a document 
relates entirely to Madras and tlie man buys a stani]i in Ootacannuul, tlie 
latter place would he getting the benefit of it. ^ It seems to me that unless 
you have a sfiecial stamp the real xiroceeds %vill not be allocated to the 
proper authority. 

A. — If you mean that the tax will have to go to the place in whicli 
the stamp is bought, I think it would be a difficult matter to work. 

The President . Q. — Is there any difficulty with the stamp duty at 
present collected on transfers of property in Madras? 

A. — Not that I know of: it purelj’ applies to the Corporation. 

Sir Percy Thompson. Q. — Take, for instance, tvansfers of xiroperiy in 
Madras : do I use one of the oj’dinary general stamps which I can buy 
anywhere? 

A. — I am afraid I can’t answer that. 

Dr. Paranjpye. Q. — In answer to the ^ same question, you suggest a 
surcharge on excise revenue. If you sell a license by auction, you pitch the 
rate as high as possible : if therefore you have a surcharge on excise revenue, 
it would only mean so much, revenue less to Goveiniment as the shops will 
sell for so much less? 

A. — I do not think I should be in favour of it. I do not know if 
Mr. Aloore actually recommends it. He says that the Financial Relations 
Committee recommended that local bodies should be empow'ered to levy a, 
surcharge on excise revenne and that it seems preferable to permit local 
boards to levy it. I do not think he was really in favour of it. There is a 
great difficulty about accounting there, because the trees would he in various 
inii'ts of the country and you don’t know to which local body the siu’charge 
would, '.go..' 

Q. — 0])viou,sly a liepur shop in a n!unicii)txl area would .serve the infer- 
osi of a tot of outside people init the municipality would claim the whole. 

A. — Quite so: I don’t think it is a workable scheme. 

The President. Q. — It has been suggested many a time that you should 
give the municix>alities tlie license fees and they would then not he so an- 
xious to shut dowm shops. 

A. — I have heard of it. There was a suggestion somewhere that a 
percentage of the ahkari fixed fees should be paid. 





Ihe Bahadur of Hurdtr 

you say that certain taxes now iiu‘hulef{ ' 

Taxes Kules and assigned to Local Govej 
SclKMiiile 11. 1 suppose you mean bv iliis 

should go to nninicipalitiesP 

1 to taxes wliicli can he transferred to 

local bodies : Schedule I is inwincial taxation. 

Q.’TT*'^^ that, do you think that tlie local bodies uonid be in 

a posjtjori to impose or not to impose tliose taxes as they like*-^ 

A.—Yes. 

Q. Do yon think that in your province a tax on amiiseinents would 
very largely iall on European forms of amusement, e.g., theatres, races ^ 
Do you think that any racial question would crop up or that a municipalitv 
woxiid tax Jiinglish amusements more than indian amusements and from 
tliat i)ojnt of view, don't you think that it would he fairer and better to 
have such taxes in the hands of the Local Government in Schedule T, so 
'lilia t the Local Govern men b may make over the [iroceecls of such taxes to 
the local bodies? ‘ 

A.— I don’t tliink there would be much racial question, liecause tlieie 
this^ Presidency except in Aladras: and cinemas, 
fairly frequent only in larger towns. Even in 
are attended hy thousands of Indians and Imiidrerls of 


'(m, Q.“-fn reply to Q. 11)7, 
.Schedule \ oi tfie Scheduled 
ionts should be transferred to 
that the proceeds of those taxes 


are very lew Europeans in 
theatres and circuses are 
Madras the races 
Europeans. 

Sciiediile^^n? it is quite sate to transfer it from Bcliedule I to 

A. 1 don t see any objection on the grounds you have indicated. 

J)r. Paranjpue. (J.~-Have you any example of a local tax whi<‘h has 
boon so arranged as to hit a particular community more than another? 

A. — 1 can’t think of any instance, 

(J.—So far as we can judge hy what has taken place, there is no reason 
to expect any such racial discrimination in the taxation policy of the 
future,".., ■ ■'*' ' ' 

“^Innicipai and local board taxes have so little to do with Europeans 
that 1 do not think there is any reason to expect that there would be any 
discrimination. 

I he pTCsidcit f . Q. F suppose that it is possible that a ve’^getarian com- 
iimnity might tax slaughter houses out of existence. . 

A. — They might try to close them. 

Dr, Pamnjpwi, Q.—Al'ter all, vegetarians are com|)arativeiy few, and 
ttiere are few people who a, re restricted to vegetables bv their religious 
customs. *’ ^ " 

A. — That is not so in the Madras Presidency. 

Q. — They are vegetarians by practice, but not by religion, 

A. — I think they would lose their caste if they ate mutton. 

Q. — Not the noiKBrahniins? 

A.— T think they would. The Hindus won’t touch beef or mutton 
except the lowest castes. 

Q.— You say you want to omit the words '‘save where such tax is 
first imposed in a local area in which, an ocli’oi was not firsb levied on or 
before the 6tli July 1917” against item 8 in Sdiedulo if. You can now 
apparently levy an octroi wliere you like, but you cannot levy a terminal 
tax unless you have previously had au octroi. 

A.' — That is so. 

Q. — have a-u idea that yon ])ro])osod a terminal tax, but the Govern- 
ment of India I’cfused to accept the iiroposal. 

A. — i;t is not within my knowledge. 

Sir Perea I'hompxon. (J.— Your reply to Q. 111. T think vou would 
agree that tolls are fibjeotionable and should be avoided if possible. 

A.—I certainly do. I prepared a note for the Local Advisorv Committee 
on the abolition of tolls. I would like to hand that note over to the 
Committee. 



T)r. Pamnjpye. Q. — By what would you rei^laee tolls? 

A. — Local board tolls come to about 40 lakhs. Municipal tolls are 
free to miuiicipal vehicles : leaving municipal tolls alone, which amount 
to about 13 lakhs, the other tolls are paid by carts, jutkas, cars and 
bicycles. You couhl increase the license fee on cars which now pay from 
Rs. 50 . to Es. 70. "■ 

The PresUlenf. Q. — Under what Act? 

A.—Under the Municipal laws. , . ' ' , " 

i }. — How w-ill that help you? 

A. — ^You will liave to put on a surcharge. All cars which use district 
roads pay a fee to the municipality, which is a inunicipal license fee. 
rt is very inadeciuate . as eonipared with European motfu* vay fees. 

Q. — They also pay a registration fee. 

A. — That is once in a lifetime. 

Q. — And they pay a special fee for xhying for hire? 

A.— Yes. 

Q. — Would it not be possible to have a provincial fee insload of that? 

A. —“It would be xu’actieaily a j)rovincia] fee, 

Q. — The 'whole of that w^ould be earmarked for juads? 

A. — I believe in England it goes to the Eoad Board. 

Q. — Can’t you do that under the Motor Vehicles Act without further 
legislation? 

A. — 1 imagine you can^ you would have to constitute a Eoad Board. 

Q. — ^Y’ou have a Road Board. 

A. — It does not oi^erate to niy knowledge. I put it before the Advisory 
Committee, but they considered that it would be very hard to abolish tolls 
for carts. It is quite true that the toil is actually paid for something used: 
you use a I'oad and pay a toll. 

Q, — Is there any dilfimilty in distinguisliiiig betw’een a farmer’s cart and 
the regular carrier’s cart? 

A. — I propose to put a small addiUmi to the land (-ess for the agri- 
cultiirists and people who live in tlie rural parts and to put an addition 
to house tax in unions and ]jrofession tax in municipalilies for people 
living in towns, say, 10 per cent: these tw'o, wi'th the addition to motor 
fees, would cover tlie whole, of the revenue from tolls and would be an 
expanding revenue. 

Q. — ^Wouldn’t a man lauining a transport service establish Ills head- 
quarters outside a union and pay nothing to anybody? 

A, — He might : it is very difficult to get a complete scheme. I think there 
would be o])position to raising land cess and profession tax at p^e^sent. 
I dmi’t think that cartmen mind these tolls so much as people wdio are 
accustomed to travel hy rn.olor. 

Sir Percy Thompson. Q, — You have a duty of Rs. 50 on rnoior ears at 
present: suppmse you put a surtax of Rs. 20, w'oiikl Madras town get any 
advantage out of it? 

A. — Actually in ]\rad]-as towm the license fee is Rs. 70, you have to 
raise it by about Rs. 85 or Es. 300. 

Q.— Would that Rs, 85 go to the local boards outside Madras? 

A. — It will be pooled : there wdll be a Eoad Board w'-liicli will do the 
whole w'ork. In addition, there are a certain number of cars owned by 
planters ^vho do not live in municipalities at all. They would have to pay 
to a central fund under the control of the Self-Government 'Department 
or the Road Board. Local boards must be eomiiensated for loss of tolls. 
You would have to have some sort of organization which wmuld distribute 
the funds. 

Q." “Would you let us have copies of your scheme? 

A. — By all means, but it i^s a very rough scheme. 
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Q.— -In reply to Q. 112, you sn,y that hi the case of local hoards 
on houses and land cess are payable by the owner or the oceiipior 
that ? *• 

A. They come down on the occupier if the owner does not pay. 

Q.—Can he recouji himself F 

A. I imagine he can deduct it from his rent, 

Q* — ^What is the point in the next sentence*^ Yc 
The owner can always shift tlie burden of the tax to the occnpiei 
that IS sOj there is no point in what- goes before. 

— ^What is meant is that lie jiuts up the rent. 

Q. If the occupier pays it, does he deduct it from the rent? 

A..— Yesj suppose the rent is Es. 500 and the tax is Rs 50 
occupier can pay Rs. 450 as rent and Bs. 50 as tax. ' ' 

The MaliQ^rajadUmja Bahadur of Burdimn, O.— Verv 
owner that paj^s. ^ 

A. I do not know. I have no actual 

Sir Percy ^ Thompson. Q. — In most of 
provision specially authorising the occupi< 

1’hat is not in tbe Madras Act? 

A. — It does not seem to be so in Madras, 

Q.— With regard to Q. 115 you say, “The municipal council nIiouIcI havi 
the power of rating land according to its annual value”? 

^ think the Q-overnnieiit fixes the ground rent of the land 

Q.— I think it is the President of the Oonnoil. 

■ Madras city. But in the case of mofussil muni 

cipahties, the Collector fixes the ground rent. I think they must haw 


often it is the 


experience of collecting it. 

the other provinces tliei-e is i 
ir to deduct it from tbe rent 


elty. If a man built 
on the house and land 





Di\ ILijdtr,—! think in the cities they have it. The majority ot 
Goniiaii towns have it. 

Sir Fercy Thompson . — I don’t think that in Geimiany it relates to the 
site value of the land. 

Dr. 'Ryder . — ^AYhat is the difference betw’een the two? 

Sir Fercy Thompson . — For instance, the value of buildings in England 
has euoianously increased since the War, whereas the value of the site 
Jiiay not have increased by a, penny-piece. Suppose you bought a piece of 
land in 1912 for lis. 500 and you built a house wdiich cost you Es. 500 and 
you sold it for ,Rs. 1,000, and the whole thing is iio^v "worth Rs. 2,500. But 
you W'ould probably find that the value of the land has not increased a bit, 
but only the cost oi ])uildmg, owOng to the scarcity of labour, etc., which 
lias gone up. It is not an ijicrement in the land value but an increment 
in the value of the bricks and mortar. 

_ Q. Tvitl). regard io Q. 116 you say, “The tax on companies should be 
levied on neb income instead of on the paid-Up capital, gross profits or 
Inisuiess turnover.’' Does it not, iu fact, come to this: if you can show^ 
Uiat the ]>rolits of tlie liranch in tliat particular iniinicipality did not 
exceed a certain sum the tax is reduced and the reduced tax amounts to 
about 2i per cent on the profits? 

A. Yes, I do not sec what else you have to tax faiily except the 
profits. . ‘ ' 

Q. In reply to Q. 117, you say, “Cost of juitional services like trunk 
roads and hospitals at headquarters should be contributed w^lioily by 
Government”. Do the Goverjiment at present not bear the cost of niaiiite- 



A . — 1 tliink the only road of that sort hero is the road to Ootacaiiiund 
aiad also perhaps the road to Kodaikanal. 

Sir Fercu Thom PS071. Q. — Is there any suggestion that this money is 
not really spent by the Couiiciis? 

A, — I think there have been such suggestions. 

Q. — They apply the money to the general revenues? 

— No; the allegation is that it goes to the pockets of the subordin- 
ates. Of course, any one can easily make a charge of that kind; but I do 
not suppose there is any foundation for it, 

Q . — In i>age 295 of your meinorandum you say, *‘^The Goveriiineiifc 
contribute Ils. 500 a mile a year and the amount is generally adequate’’. I 
think you ought to say that the roads ought to be kept in a good condition. 

A. — think that amount is generally adequate for the liiaiaitenance of 
the roads. But many roads are in such a bad coiidiitioii that they require 
more than repairing; they require remaking. The amount ^ given is for 
maintenance. But a lump sum will have to be given to bring the roads 
to perfect order. 

The Preshleiii, Q. — ^With regard to Qs, 167 and 171 you say, far 
as assessment by local imelies is coneernecl, the experience in recent years 
has been that tbe taxes are not properly assessed or collected’ 1. What do 
you attribute that to? 

A. — T think the assessment and collection is clone by people directly or 
indirectly dependent on the votes of the assessees. 

Dr, 'Rijder. Q.-— You say, ^ ‘In 1913-14 the Councils were able to collect 
96 per cent of their revenues while in 1923-24 the collections were 82 per cent 
of the demand”. What has happened between these two dates? 4 

A. — A great many things had hapx)ened. There was the War* 

Q, — That can have no effect on the collections. 

A.— “I do not pretend to give any explanation. I simply give the fact 
that the collections have gone down by 14 i)er cent. 

Q—Xu. 1913-14, those peojde who formed the municipal 
administration — ^tliose elected people — were dependent on the votes of the 
people. Is it not so? 

A. — I really have not much recollection of municipal facts of those 
times. 

Q.— I understood you to say that these people in 1923-24 were inoi‘o 
dependent on the votes of the assessees. That was precisely the same even 
before. 

A. — But they were under more control then. The Government con- 
trolled them more* I think the Divisional Officer was generally the Chair- 
man. Government did not give them such a free hand then. 

Q. — Does not your dej)artinent interfere? 

A. — make protests and give advice and recommendations and only 
say “We will do certain things if you don’t do certain things”. But I do 
not think we have very much control now. In certain cases whore collec- 
tions are very bad, we appoint a man to collect and make the municipality 
pay for it. That is the extreme step we have takeii in one or two cases. 
We generally threaten. 

The President, Q. — Ten years ago you did not go so far? 


Sir Pernj Thompson. Q.— In paragraph 10 <;f the notes on page 305 
you say, “Under tbe new Act of 1920, municipal councils wore also aiitho^ 
rized to levy a surcharge on income-tax”. That is the Madras Corporation 
law at present? 

A, — ^Yes., 

Q.—Then you say, “So far, no council has been permitted to levy 
the surcharge”. Is it because the Governor*Genera[ in Council refused 
permission ? 
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A.— I do not know whether it is the Governor-General or the Gover- 
nor. I rather fancy it is the Madras Government. But I am not sure. 


sub-paraf^raph of pai-aarapli 15 on 
pa^re 306. Ion say, “The Government of India did not approve of tlie lew 
ot surtax on jiieome-tax ’. There seems to he some conflict there. 

A.-»-They are two different Acts. One is the Municipal Act and the 
other IS the Local Boards Act. 


Q.-^Bo I gather that in the case of nmnicipalities, the Government of 
riplo‘a]toge4crr'’* * boards, they object to the priii- 

■.A,— Yes. . 

Q. ^Bo you know what is in the mind of the Government in refusin'^ 
to allow it? 


A. ^ It might be that they are jealous of imperial taxation as asainst 
provincial taxation. 


Q*. ^oui ^eneial conclusion is that you should take assessment and 
collection out of the hands of local authoriities and leave it in the hands of 
unprejudiced persons in the service of the Local Government ? 

A.--Yes.' 


, .®fy ***‘'‘* Revenue department will probably not be willing- 

to do It. AVill there be any objection if you Jjicrease the establishment? 

A. Iso. They already do a great deal for these iminicipalities. 

Q; -Suppose it was the view of the Local Government that thes« taxes 
were badly assessed and badly collected and they really ought to lie done'bv 
some unbiassed persons. Would they object to it as a matter of principle? 

A. — I do not thimk there is any question of principle at all. 

Dr. Eyder. Q.— You say that in the case of the Bharapuram Munici- 
pality, “A large portion of the revenues is de.rived from tolls and the 
collection from tolls comes to nearly 50 i^er cent of the income’^ Is it a 
very large municipal area? 

A.—I have not been, there many years. I do not think it is a verv 
large one. 

Q- ft seems to me that you have got a number of municipalities here 
and they do not have many .resourees, the only resource open to them, apart 
from tlie local rates, being the tolls? ^ 

. A. — ^Yes. , ■ . . 

Dr. Paranjpye, Q. — Is Bharapuram a pilgrim centre? 

A.— No; but I think it is on the way to Pahii which is a place ol 
pilgrimage. ■ ■ 


The President. Q. — Ts it not a cotton centre? 


A. — Yes; I think so. There is one other suggestion besides tolls. That 
IS about motor bus services. The motor bus services at present are unlimited 
and run in competition with each other and pay to the local boards a fee 
at so much per mile. It is doubtful whether the public secures the best and 
safest service and the local body gets its full revenue. If a car breaks 
down the public service is diminisbed and the local body's revenue reduced. 
Such cases occur frequently. The remedy appears to be to lay down condi- 
tions for the traffic regarding the service in that particiilar area, the 
number, seating capacity, horse-power, timings, etc. That is, you should get 
the full value of the service and also the proper service. And you could 
insist on tlie best possilfle service if you have a monoiioly dispo'sed of bv 
auction. 


The President. Q.—There is a good deal of legal controversy on the 
matter ? 


A.— Yes. 

Q. — ^Bo yon recommend legislation, if necessary? 
A. — I think I shoiiki 


i 
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Q. — Can you tell us if any municipality lias worked a betterment tax? 

A. — I think it has been worked in the M'ainbalam scheme. I have not 
heard of any other case. I have not had any experience in 3 ’'self. 

Q. — Could you look into the records and let us have a note? 

A.—Yes. 

Q. — ^Yoii say V ^ ‘The tax on arts, professions, trades and callings finds 
a place among the rates and taxes leviable under this Act, the primary object 
of which was to provide funds for the inaiiitenance of the police force”. Is 
it recognized that the local bodies have any responsibility to maintain 
the police force? 

A. — No. Ido not think there is any. 

Q. — ^You say, “The Chairman is not entitled to call for accounts of any 
assessee, nor has he any means of knowing accurately the amount of income- 
tax paid by persons, as the information collected by income-tax officers is 
treated as confidential and is not made available to hkn”. On the other 
hand, under your City Municipal Act there is a distinct provision that the 
assessment should be based on the income-tax books. 

A. — I suppose under the provisions of the Act there is some ruling, but I 
have not got any information. 

Q.' — You say that profession tax in taluk board areas is entrusted to 
village officers on i^ayment of a conimissimi of 5 ]mr cent of the collections 
and yon think that is not good enough? 

A. — Yes. The village officers will not do it, because the commission paid 
to them is not attractive. 

Q. — No%v you are proposing to entrust the work to the revenue officers? 

A. — ^Well, I am not sure about it. 

Q. — Then how do you propose to get over the difficulty? 

A. — Only by continuing the present system. 

Q. — Does it not i-esult in the ryot paying and the in on ay-lenders 
escaping? 

A.— Yes. 

Q. — ^Would there be any difficulty in entrusting it to the revenue 
inspectors ? 

A. — I think it can be done, but it will be too much to add to the work 
of the revenue officials. I think if the w'ork is going to be big enough, you 
vfill have to employ a separate staff for it. 

Q, — it is under the control of the talisildar, it will help considerably? 

A. — Yes, I know in many cases the local bodies had to give it up 
entirely as they could not collect it. 

Sir Percy Thomp&ori. Q. — I think the amending Bill under consideration 
is proposing to exempt the agriculturists, 

— I think so. 

The President. Q. — What is the number of unions in this Presidency? 

A. — I think the number of municipalities is 81, and the number of 
unions must be double or more than that. 

Q, — ^No. 1 think it is stated in the report that it fell from 578 to 548. 

A. — I see. 

Q. — ^You say in 36 councils the private sca’^xmging worked at a loss. Do 
you make it compulsory? 

A. — ^We only say that we will surcharge them for tlie expenses whicli we 
do not consider justifiable. We simply threaten to do it. As a matter of 
fact, we have not done it so far. 

Q, — ^You suspect that many of the taluk boards have not yet begun to 
avail themselves of the poss'.bilitAs of making licenses a. source of revenue, 
and therefoi’e you propose to amend the present Act so as to give power 
to the local bodies and municipalities to enhance their revenue by imposing 
fees for registration of sellers of particular commodities, e.g., cotton. 



groiinclniit, gmipowder, etc., and compelling brokers in big towns wliicli 
Iiave markets to take out licenses on payment of fees. That wonid be an 
alternative to tlie profession tax. If yon can do that, can’t you get those 
people under the profession tax? 

A.— I think that woiikl be in addition to the profession tax. 

Q. — ^Wonld it not be within the power of the board to levy profession 
tax. I moan, is not profession tax sufficiently elastic? 

A. — Presumably they are chai’ging profession tax on income which 
includes profits they are making on these. In addition they want to clinrge 
license fees. 

Q. — You say that the question, of levying terminal tax for the Madras 
City was raised at the time of passing the Act of 1919, but it was not 
approved ])y Government. And you say that it is doubtful if a terminal 
tax, on goods and passengoi*s ]>y sea or rail will find favour with the Govern- 
ment of India. Have you any reason to think that? 

A. — I do not know really much about terminal tax. 

Q. — Tenniiial tax is an octroi without refunds. P]*actically you have 
got terminal tax on timber in the citj^ I think you are asking for a 
terminal tax on passengers, like a pilgrim tax. I do not think the Govern- 
ment of India will object to it. 

. . ■ A.— I 'do imt think so. , 

Q. — Then I see Mr. Md. Ziiidah suggests a tax on marriages. 

A. — I see. 

i)r. Mydcr, Q. — I wmnt to ask you whether the tax on marriages would 
have any political reaction. The point is wdiether people -would begin to 
say that Government is interfering with their sacred institutions? 

A.— I should like to know whether the registration wmuld be optional 
or compulsory. 

Q.— In the Punjab wdiere it is in operation it is optional. 

— ^Do people take advantage of it? 

0 —You see there are a number of disputes about wmmen and then 
murders are coinraitted, in such cases the fact of the marriage having been 
I'egistered is prhna facie evidence. 

A —Personally, I do not think it will be a very popular tax. I do not 
know if it wnil result in any rioting in this province, but I am quite sure 
that it will be felt as a piece of injustice. 


A. SABBAMH A, B.A., IiXi.B., M.B.C., Madras, was next 
■ examined. . 


Writtesi Mienioraiidiiiii of Mr« Baldanlia. . 

Os 131 to 145. Succession duty . — I am strongly in favour of making 
succession duties universal in India, ^ extending them to beneiiciaries as 
a result of survivorship in case ot joint families by on^ shaie 

of the deceased, as well as his separa-fe property. The hnut for levying 
the tax should, in iny opinion, be fixed as at present. As the duty is to 
be made universal it will have to be considerably reduced. I piesume tha-b 
th© duty will liave to be levied in case of testamentary .succession as well 
as intestate succession, the letters of administration and ijrobates being made 
compulsor^’^ in aii cases. In case of survivorship a modined system oi 
letters of 'administration -will have to be introduced. 

Another serious difficulty that w*ill have to be faced is as to the courts 
by wdiich probates and letters will Ixave to be given. The present number 
of Civil Courts with their elaliorate technical procedure will not be able 
to cope with the increased 'vvork. Except as to points of disputed succession 
or survivorship, I w’-ould propose a separate set of courts somewhat on the 
lines of revenue courts with a summary procedxU'O to deal with questions 
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of letters of aduiiiiistratioii, i^rol^ates, and succession duties. At tlie present 
stage I cannot advocate a legacy duty according to scales of relationship. 
Tlie levy should he on the capital value of the estate of tlie deceased. 

Capital levy , — The mention of the capital levy makes me suggest the valua- 
tion of all properties periodically, say, once in ten years, and the levy 
of a duty on the whole for meeting expenditure of an exceptional nature 
arising out of floods, famine, and war. In such cases, I would prefer to 
have recourse to capital levy rather than borrowing in the open market, or 
increase^ of taxes on necessaries of life, such as salt. The point has not 
been raised in the qtiestions printed, but the capital levy enforced when 
the property passes (a) from the dead to the living, (b) from the living 
to the living; and the suggestion of it ixi connection with fjuestion of joint 
families in Q. 141(3) has set me wondering why the idea of capitarievv 
should not he extended. 

Qs. 121 to 136. Toljacco~tax.~-As to fields in which tobacco is cultivated 
at present a revenue assessment is levied as in the case of other cultivated 
lands, hut further tax should be levied when tobacco leaves enter into n 
manufacturing or industrial stage. For this purpose I would advocate 
the means of levying tax suggested in Q. 122 (3) or in the alternative 
Q. 122(5). 

Qs. 96 to 104. Land revenme.~~~l would abolish the present system of 
land revenue by periodical settlements and substitute in its place a direct 
income-tax by ascertaining in case of peasant ])roprietors without tenants 
the gross produce in kind and deducting a certain jiercentage of the gross 
produce, say, 10 per cent as was done in ancient times according to the 
Hindu Bliarraa Shastras and realizing the mai'ket, value of it in cash. 
This gross produce could be ascertained annually by insisting upon the ryots 
to keep accurate accounts to be checked by the village officers or by getting 
the ryots to afford facilities to the village officers to ascertain the' produce. 
In case of landlords who derive their land income by rent, the income-tax 
should be levied on the rent. 

As to the land itself a small quitrent of an uniform character should 
be levied according to area from its occupant without regard to cultivation. 

Qs. 62 et seQ. Excise on liquors . — The only alternative to the national 
claim for total prohibition should he a national industrial excise 
policy, so that there be free production of decent liquor subject to excise 
duty as in Great Britain of every material available including haju, pine- 
apples, potatoes, and grapes, on the lines followed in tbe jVfysore " State. 
The import duty on foreign liquors should be liigher than the excise in 
Great Britain and other European countries exporting liquors as well as in 
India. 

Salt . — The aim should he to produce the best salt possible, and levy 
heavy import duties on foreign imported salt including that In-oiight 


Mr. Saldanlia gave oral evidence as follows • 

The President. Q. — ^You are a retired judicial officer of the Bombay 
Presidency and a Member of the IMadras Legislative Council? 

A. — Yes, vSir. 

Q.— Y’ou suggest in your memorandum a succession duty, a capital levy, 
an alteration of the land revenue system and an alteration of the excise 
and salt revenues? 

A,— Yes. 

Dr. Para-njpye. Q. — You propose to have succession duty in the case 
of joint Hindu families by taxing only tlie share of the deceased? 

A.--Yes. 

Q.— You are a Christian; donH you think this would be treating the 
Hindu joint family more favourably than a Christian family, because among 
Christians the property passes only on death unless there is a gift? 

A.— Yes, the whole property passes only at death. 
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Q.— If you have properly wlietiier it Ls ancestral or not, your property 
will j)ass to your sou on your dcatli, and your son will have no light in 
the property till you are dead. In the case of Hindus they get rights in 
the property ])oth at death and at birth. 

■;,v. A.- — Yes.;' 

Q. — But you are only taxing what he gets on death and not wdiafc he 


Q.-~-Su|)posiiig you liave one lakh of rupees iiroperty, if there 
deatli duties, your -son will have to pay ou one lakh of riiiiees. 

IIku-c is a Hindu wh<) has got a proxierty of one lakh, and aft^ 
this jiroperiy, a son is born to iiiin. At his death that jiroxiei' 
charged only on lis. 50,000, because under the Mitakshara Law 
a sou, jiis portion of the property will become only half of it. 

A. — I aiu afraid niy reading of the Hindu Lavr is that once 
to have a share oi‘ tlie fatlierbs property, it liecomes his own 


he begins 
proxierty. 

Q. — li: the jiroperty lias been inherited from the ancestors, whether he 
lias got a son. or not, he cannot give it away, Jhit a son is horn and be 
survives; when the father dies the jiroperty ou which yon can charge is 
Its. 5(),000. Now, don’t jam think there is a discrimination betneeu tlio 
Christian and Hindu F 

A. — Yes. .t think tliero is a discrimination. 

Q. — I am. a Christian, then, on the death of my father I will have to pay 
tax on one lakh of ruxiecs, whereas if a Hindu inherits a property of one lakh 
of rupees and afterwards gets a son, when that man dies the son wdll have 
to i^ay only on Es. 50,(.inu and not on one lakh of rupees. 

A.—Yes. 

Q.— Simply because one is a Hindu and the other is a Christian, one 
will have to pay on Es. 50,000, and another on one lakh of rupees? 

A. — Yes. In tlie case of a will, we Christians are bound to apply for a pro- 
bate and pay court-fees and duties from which othe.rs are exempt. That is 
our complaint. In the course of my experience I can say that in ninety per 
cent of the cases there are disputes and Christians are out to take probate 
because there are some disputes or other. In tlie case of intestate succes- 
sion, it is ai,niost essential to take letters of administration. Also in the 
case of a Christian there arc very high succession duties which the Hindus 
and Muhammadans escape. We think that either all should he exempted 
or all charged. 

Q.— By your proposal yon are not going to do away with the whole 
dLscrimiiiatioii. 

. A.— I can work out a scheme to allow no discrimination, but I can’t 
think of it just now*. 

Q.— In the second paragra}.>h of your note, you say that there should 
only be an estate duty and not a, legacy duty. In England and most other 
countries, death, duties are divided into tw'o parts: one an estate duty 
graduated according to the size of dhe wdiole estate, also a legacy duty or 
succession duty graduated ac(rordiiig to relationship, and in some cases 'also 
graduated according to tlie size of the estate. 

A. — I wmiild stoi) wdtii the present system. 





iliG Fresklent. (J. — Tlie {sciile of probate duties in tliis country is very 
low as compared with succession duties in other coiuitries? 

A. — ^Yes. 

Q. — And yet you think it should be reduced? 

A. — We are paying veiy lieavy assessments in oilier ways. I would 
keeji it as low as possible and even reduce it. If the duty is extended 
to all classes of people, think we can get several eroros of additional 
rovenue. We, Christians, feel that this tax is a i^ery heavy one. 

Dr. Farcin ]p ye. Q. — Can you give us a rough estimate of wliat you 
would get? We were told tliat if income-tax on agricultural incomes were 
levied, about 14 or 16 crores of rupees could be got, but when w’e examined 
the figures, we found that the estimate was grossly exaggerated. 

A. — I have not calculated even approximately what you would get. 

Q.— Can you make a rough estimate : take, for example, ^ the Bombay 
Presidency. The land revenue of tlie Bombay Presidency is something 
between 4 and 5 crores of rupees. Taking land revenue to be one-fourth of 
the net assets (which is a liberal estimate), the total net income from laud 
would be about 20 crores: capitalizing at (3 per cent the total ^^alue of land 
will be about 320 crores. 

A. — I cannot go into that calculation. 

The Fresklent. Q . — You say that the present number of civil courts 
with their elaborate technical procedure will not bo able to cope with the 
collection of the tax. Even now, under the Successioai Act, powers can be 
delegated? 

A.— Yes. 

Q, — You would propose a separate set of revenue courts to deal with 
these questions: but do you think that the ordinary revenue courts would 
have sufficient legal knowledge to deal with questions of Hindu Law that 
would arise? 

A. — I think so; there is no need for much legal knoAvledge in these 
purely j*evenue matters. At present much of the work of valuation is done 
by revenue officers. As soon as a death takes place, it is the revenue officers 
who estimate the value of the property. To a great extent w-e rely upon 
the Collector’s valuation. I do not think Civil Courts are fit at i^resent to 
make a fair valuation of property. 

yS^ir Fercy Thonrpson. Q. — You know that the question of making a 
capital levy has ])een subjected to considerable controversv in various 
countries. In India you have no real system of estate duties. I was 
just wondering whether it is worth considering the question of a capital levy 
in India until you have a system of estate duties. An estate cluty is a 
capital levy which is taken at a particular stage, that is, at death. Wouldn’t 
tlie more appropriate time to take a capital levy be when somebody gets a 
windfall rather than to take it from everybody at a definite time? A pi'Oj)erty 
under the death duties’ schenie comes under review for ca])ital levy once 
in a generation, and therefore, until you have a wclbdeveloi>od system of 
estate duties, is it worth while considering the exuestion of a cax)ital levy? 

•A. — 1 do not think it is. It is such a complicated question that wc 
have not been able to tackle it. 

-Dr. Faranjpye. Q. As regards a tobacco tax, do you consider an 
acreage cluty feasible? 

A.-~At present we have tobacco cultivation in South Kanara, and 
I believe fields are taxed according to the condition of the soil. 

Q.' Is the class of the field raised, heeaiise to])acco is grown in it? 

A. I do not know. I understand that tobacco fields are taxed more 
or less similar to other fields. 

Q. — Is there a siiecial tobacco crop-rate? 

A. — I don’t knmv: I don’t thijik there is any such rate. 

Q.— But you propose that a further tax should be levied when tobacco 
leaves enter into a manufacturing or industrial stage. Y^oii know that 
tobacco is a cottage industry and a great deal of ordinary tobacco is made 
into hecdiies. 

A. — 'Im, 


m 



Wlien* arc yf)H going to tax it? Would yon go to everybody’^ 
cottage? .Many p<M.>p!e may have suiall patches oF tobacco cultivation, 

A.”™3fy idea is that <‘vory ouc who removes tobacco from the holds 
should bn compelled lo i>ring it to a particular jjiacc. In Kauara, cultiva- 
tion of tobacco is usually carried on in one particular place. 

Q. — Tlio tol>acco may 1)0 removed to a cottage. 

A.~"I won’t allow it to be removed to cottages, but would insist on its 
being removed to a central place. 

Q. — But the man who gr«)ws tobacx'o might remove it to his own house 
and .make (dgars at Ids own leisure. 

The President. Q. — As tlie crox> is gathered, you would collect it to- 
getlieiy tax it and liien leave it fi*ee? 

A.— Yes, 

Pr. Piiranjpye. — Do you kuow^ that tobacco is cuitivated in small 

patches and it would bo aclmiuistratively difficult to ensure that it is 
collected in one place? 

A. — If it is collected in one large field, it would be easy for the village 
officer to see tiiat the crop of that particular held is removed to one xiarti- 
cular place in the village and there taxed by the taxing officer. 

The President, Q.— Wouldn’t you get into difficulties with the jirocess 
of drying it? 

A. — It is removed and afterwards dried. 

Pdrotij/itfe, Q. — At what stage would you bring it into the central 

place? ■ 

A. — Wlum the leaves ai'e dry. 

The President, i}. — That process of drying would go on for some time 
and you would iuive to liave an officer there foj* some months. 

A, — Tliat would be a difficulty. 

Br. Paranjpye. Q. — Another suggestion^ made is to sell by auction the 
right to vend tofjacco coupled witli n limit of private possession and a 
license for dealers. 

A. — I can’t answer that questio!! : I have not gone very minutely into 
this question. 

Q. — You propose that somehow or other some money should he obtained 
from a tax on tobacco? 

A, — ^Yes : I cannot go into details. 

The President. Q. — ^^Yould you mind explaining your projiosal for the 
substitution of {uiother system for land revenue? I understand you would 
have a small cpiitrent of a uniform character levied according to 'area, and 
the rest would l)e income-tax. 

■ A.~“Yes. 

Q. — You uould not have the exemption limit at Ks. 2,000? 

A. — When you sul^stitute income-tax for assessment, the limit sljouid 
he very low. 

Q.—What would your limit bo? 

A. — I can’t say what tlie limits .should bo. (Tnder the old Indian 
Hajahs, I don’t think there was any limit. They collected the crop in one 
place and took one-sixtli of the produce. 

Q. — Are you proposing to go back to that scheme? 

A. — It looks on paper to be a very simple scheme, but it is very difficult 
m practice to work it out. 

Q. — ^You liave not worked out the details? 

A, — I tried to work it out, but I found it difficult. In England there is 
no such thing as land tax assessment. 

Q. — There is an old fixed land tax, also income-tax. It is optional to 
the farmer in England lo pay tax on an income which is supposed to» be 
equal to his rent. 

A . — We could probal)]y introduce some such system in India. 

Dr. ,Fara?ifpi/c,— Here most of the cultivators are small ; thex'e die 
lands are in the liands of big landholders who let them out* 
rii^u 
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The Preiuhitt. Q— Would it unt eoino to nnieh Ihu .same Ihiug as ilio 
present system? 

A.— “The question is to do away Vvitb the survey' and laud set t-leino3its, 
take the accounts from the cultivator and see wliat crops arc; then take 
one-tenth or one-sixth of the produce and assess it. It appears on paper to 
1)0 a ver> simple scheme. 

Q. — When you come to u’ork it out, must it not be based on the 
survey which you began by condemiiing? Without survey you cannot keex> 
accounts, 

A. — Survey is only for the area of the land, .[ think it is diliicult 
to work it in detail. 

Q. — Under liquors you say, ‘‘The only alternative to the iiational claim 
for total pi'chibition should be a national industrial excise policy , so tliat 
thei'e be free production of decent liquor subject to excise duty”. 

A. — ^Yes; I find that the system works very satisfactorily in Goa. Very 
good and superior liquors are produced there — sux)erior to those x:)roduced in 
the British territory. The tree is tapped there, and the tree is taxed, and 
there is a very high license fee for the manufacture of liquor. So many 
l)eople x)roduce liquor and they are allowed to do it in every village. Only 
a license has to be taken out for the x^roduction of liquor ; and in this way 
a large quantity of liquor is x)roduced there. And at the same time I cannot 
say that the i)eopie consimie too much liquor in Goa. ^Fhe liquor is pro- 
duced from every sort of tree. 

Q. — Xo attempt is made to limit consumption f 

Q. — And you that is good? 

A. — Just as in Europe tliere is no limit to the amount of i>rodiietion. 
T would allow the same I’roedom as is allowed in Europe. I would turn the 
liquor production into an industry, just as whisky is an industry in Scotland 
and Ireland. 

Q. — You encourage production both for local coiisuiux)tion and exx^ort? 

A. — Yes. India is capable of producing as good^ liquors as any 
other country. Afysore, for instance, produces its’ own whisky, its own rum, 
its own gin and its own l>randy, though it is Tiot of a very high character. 
But 1 am sure that gradually, with x'jroper ex])ei*t advice, they will also 
I)roduce as good liquors, as good whisky, as any other foreign country 
• does. 

Q. — Do you know how those liquors are distilled 

A. — I think they are prepared andei‘ Government supervision. 

Q. — Can you define whisky? 

A. — I cannot. 

Q, — The Alysore licjiior satisfies your taste? 

A. — No; it is of a very inferior sort. But what I say is that India 
can i>roduee very good liquors out of tlie material available here. For 
instance, the hajw licjiior; it is the o])inion of a large number of xjeople who 
have drunk it that it is a very superior licpior and good for the heiiith 
also; and it is also used as a remedy for various comx:>laints, for instaueo, 
rheumatism. 

Q.— With regard to salt, you would levy a heavy iiupoi-t duty? 

_ A.— ’Yes. My information is that a large quantity of salt is carried 
to Bengal as ballast from foreign countries and it x>ays no tax. And even 
if a tax is imi>osed on it, I think it is ecpial to the excise duty. As the salt 
imported is superior salt, the i)roduction of Indian salt must suffer. I 
would, therefore, encourage the i)roduetion of superior salt in India. It is 
impossible to believe that India cannot produce as good salt as the foreign 
countries x>roduee. 

Sir Percy Thojiipson. Q,— But it costs verv much more to send Indian 
salt to Bengal. 

, A. — If salt can easily l.)e brought in ships from foreign countries to 
Bongal, why cannot Bombay or Madras salt be carried to Bengal? 

..Q- — l)o|you know it costs more to send cotton goods from Manchester 
to Liverpool than from Liverpool to Bombay? AYhat happens is that ships 




take Homo Calcutta produce, sucli as rice and jute, and return witli ike 
salt and they ca,n afford to take it to Calcutta practically lor no cost. But 
thero Ls no trade l>etween Calcutta anil Bombay. 

A.-~WIiy should not Bengal pay more for the superior suit it getsP 
Ao doubt 1 am against this high salt duty, and it should ]>e reduced to the 
lowest hnut possible, in England I believe salt is not taxed at all- and if 
this liigh excise duty is removed, Jkmgal can have indian salt as superior 
as the imi>orted salt. " 

Q.--i;he point is whether the man in Bengal is bound to pay more than 
the man in. Bombay or Madras. Pho man in Bombay gets it cheaper because 
tiion- is little transit cost. If yon ai-e going to force the Calcntta wan to 
cat isoinhay .snlt, lie has got to pay the price in Bonilmy plus the carrvin"- 
cliargo ironi Bombay to Calcutta. Is it not hard for him to pa.v a high 
rate wiioii he can get that .suit from abroad at u loss price? Arc von coin"- 
to say, ‘h\o, you sliall not get that salt from aliroad; smu imist have 
Bombay salt and pay the extra; price” P Is it not rather liard lines on 
ikmgai:'^ 

A.—T sec ilie poiiu. But it is rory sti-ange that India should not hi- 
able to produce salt lor tiie whole of India. Even Bengal, with all its big 
rivers and other tacilitics, sliould he able to jn-odiice good salt. J do not 
see any reason why sujiorior salt cantiot be produced in Bengal itself, it is 
really a wonder to me that Bengal cannot produce its own salt. 

Q , — Is there not this diflicnlty tliat the .salt-producing .season in Bengal 
IS very .short and you often get .storms there? 

A. — I have not .studied the (iUe.stion why Bengal cannot produce its salt. 
But some of the northern coast districts in the Aladra.s Presidency for 
imstanc^e, the Ganjam district, and also tlic Ori.ssa coast, ought to he' able 
10 produce salt as good as imported .salt. I think tlie iieople .should bc"en- 
coiiraged to produce good salt for consumjition in thi.s country. 

The President. Q . — .Did you hear of Hie storm ven-y recently? 

A. — But it is a rare occurrence. 

Q.— But it would result in the lo.ss of lakhs of rupee, s. 

A.— “My opinion is that .some .screw i.s loose somewhere in ilio administra- 
tion of our couutjy. 'We cannot have our own sugar, and mu* own manu- 
factures even with re,spect to that most ordinary things .sucli as salt liquor 
and so on. Even for our ordinary necessities of life we have to depend on 
tJic foreign countries, I hope that surely a day will come when India 
with proper encouragement, will be able to jn-oducc its own liquors, its 
own salt and other things. -a 3 

J}r. Paranjpue. Q.~™Is it .not a fact that a lot of huhi is wasted, which 
can otlierwi.so lie used in making alcohol? 

A. — Yes; thousands of tons of hajw are wa.stecl. 1 had been going to a 
number of villages to make a .study as to the conditioms ihei-e and how their 
condition could be improved — a .sort of economic eucjuij-v ; and there was a 
friend of mine from Bombay who devised a scheme with re^^ard to Hie 
improve,ment of the condition of the village- people. The exclscT question is 
a .serious question with them. Previously tliev had their own liquors— very 
superior liquors— which they drank for years togetlier. There was a sort 
oi enjoyment of life among them. But now they find that they cannot have 
the same enjoyment. Kaju is v'asted and so many other thing, s are wasted. 
They cannot manufacture their own liquors; they cannot manufacture their 
own sugar. Tlie.se indirstries of liquor, sugar and other tliint^s ai’e entirely 
lost to the people. o ^ j 
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Q. 1. I lie indastrial statistics aiul the statistics of income are fairly 
accurate, i he agricultura statistics and tlie vital statistics are neither 
adequate nor reliahle. The last are prepared in the villages without 
surhcieiit check. Phe return oi yield is guess work. When complaints of 
imderesti mate are made in certain quarters as stated, the rvots complain 
tiuit the yield j.s overestimated, at least in lean years. ft is possible 
to get a proper estimate of areas sown, Imt it will he dirficult to get 
accurate estimates eitlier of the normal crop or of the cro]> for tlu' 
year. 

Q. 2. The wide divergence seen in the several estimates of wealth 
and income show that they cannot all bo correct, a'lie estimates based on 
villages as in the case of tlie studies of Dr. Mann, 
Dr. Slater and Mr. Jack should he more reliable than those based on the 
estimates of national income, biit^ even in individual studies there will be 
error, unless a large number of villages of ditferent types are selected and 
studied, and an average of the income in all the villages is struck. 

Q. 3. — The incomes tliat do not come under income-tax arc so large 
in number that any estimate based on income-tax cannot be correct in 
India. With the joint fainity system, and with the voluntary nature of 
the provisions ^ relating to taking jirobate, letters of administration and 
succession certificate, this calculation cannot be ol‘ mueb use in India. 

Q.S. 4, o and C. — A census of production in this country uill serve no 
uselul pnrpo.so as production depends largely on the monsoon which is a 
very uncertain element. No result commensurate with the trouble ancl 
expenses of taking a census like that will follow. An all-India Dill x^ro- 
viding for the collection of more reliable information will have certain 
advantages, but such legislation should be made jiroviding for suitable 
changes necessary in the several provinces. Any information tliat is pro- 
vided for should be capable of being given for all pu’^viiices. Without 
that, no idea can be obtained as regards the comparative incidence of 
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incidence of taxation can only be studied with refer- 
^co to family budgets. Hero again fannlies of different types « 
chosen in large luinibers so as to avoid errors. «uuuiu oo 

Q. 10.- Sale proceeds of waste lands atH^oiinfi foi* about 6 laJdis in 
the land revenue budget. Penalty is also included in the budget figure 
ioi land revenue, but tliero is no separate account kept for that. 

Q. 11. Sale ol trees is included in revenue from the forests. 

Q. I 2 .--N 0 . 

Goyernment undertakings the return for any 
^pceiai natural iacilities sliould be made available for the whole community. 
Wliereas in the case ot iorests the Government undertake a commercial 
expioitation tJie (n)vornmoni will naturally get the eompetitivo prices that 
niay be oblained in the market. It is only in cases of monoiioly there 
IS no com|)otitivo element. ' 

* Id-— All the cases mentioned are monopolies. In the ease of goods 

ni the local! iiiark prices are fixed hy competition and the prices will 
naturally approximate to the cost of production. So, ordinarilv, the cost 
ol production is the iiuiuiiiiim price for goods. In the case of a monopoly, 
tfiere IS no competitioip and the prices lixcd above the cost of prodrctioil 
will thereluro hai'o to be considered as a tax. 

Q. lo.' jlio charge hu' water lor irrigation is iixed uitli reference 
to the precanonsiiess ol supply in tlie source of irrigation or otherwise and 
llio nature ot soil hi some places there are natural facilities whieli should 
reduce the cost of supplying watei*. In other places costly works have to 
bo undertaken beiure water can be supplied. The natural facilities should, 
in opinion, go to the account ol the general community and not to that 
or tlie locality, feimilaiuy, the eosthness of the scheme should not be a 
linden (ni, tlie locality affected, liio present system of ehissifving sources 
of supplies aiid tlie soils and charging rates with reference to ‘them seems 
to mo to be the lair arrangement both for the cultivator and to the State, 
file other proposals suggested seem to me to be open to objection. 1 am not in 
layour oi ti'cating eacli work sojmrately, except wliere woi'ks are under- 
taken on special terms. 

^ Q. 1G.--A proportion of tlie increased value should be taken bv ' tho 
fttate m the shape of a betterment tax. The owner of the lands newly 
brought under ij*rigation. has to incur heavy expenditure to prepare the 
lands. ^ if in addition he has to pay a lump sum to tlie State, be ivill 
have ill inoNt eases to borrow which is not advisable. 

Q. 17.— The Estates Land Act will stand in the wav to a certain exiont. 
Suitable auiondmonts will have to bo introduced. 

Q. 19. — Local taxes will liavc to bo considered along with provincial 
and imperial tuxes, and. should ho considered, in ascertaining the incidoneo 
or taxation. ■ 

Q. 20.— Only tiiose taxes wliich are levied foi* specified services rendered 
will have to be treated separately, for example, scavenging fees, house- 
lighting fees, etc. 

Q. 21. — [udirect taxes ^ (‘an be considered voluutaiy only when ihev arc 
levied on luxui'ios whieli the consumer may or may not use at his choice. 
Even liere tlic tax is a burden, hut it is levied on* sliouklers that can bear 
them. 

Q. 2u. 1 (.lo not agree with the staienioiit Cjuoted. Those who drink 

and, much more, immoclerate drinkers are not capalde of resisting tempta- 
tion, In theii* case the eonsumptioii cannot bo said to be optiouaL 

Q. 24.— I have no objection to a tax niton entertainments, provided it 
is levied only on the upper class tickets. 

Q. 25. — Even though there may lie a few among those who hy religion 
or custom are prohibited from taking intoxicants, the generality of these 
do not resort to taking intoxicants. So it will be fair to exclude these 
from consideraf ion in estimating the Imrden on these classes. 

Q. 26 . — The taxation in this country has not been based on the maxims 
miunciaied by Adam Sniitb, and the capacity to pay has not ahvavs been 
the guiding jirinciifile. In levying taxes the best iiihe for collection is noi. 
always (diosem^see for example the Idst handi in the Madras Presidency. 






Qs. 27 to a2.—lii llio present system of taxation, probably iii ail tho 
States, every inoiuber of the coniiuiinity will pay a tax of soino sort, 
incapacity to x>aY should bo the basis for exenix)tion. Everything a man 
does in tho community has got its effect both from the sanitary as well as 
tho economic standxioint on other x)eoi)le in the community. So, even 
apart from taxation, representation will be necessary to safeguard one’s 
own life, health and property. 1 will not ]•ecolrtmend a poll tax or any 
other direct tax to bo collected frony ’every member of the community. 

I. consider that i>oli tax is more objectionable tbaii tlie salt tax and other 
taxeS' in Q,.' 32. ■ ' ■ 

Qs. 33 to 3o.— I approve of the present scheme of graduation in 
income-tax. I will differentiate between the earned incomes and those frtnn, 
capital simply invested. The preseiit system of exemption does not take 
note of the family and its recpiirements. Allowances should bo made on 
the basis of tho number of members in the Family ; otherwise, the exemption 
will not ho the same thing to every family. To asc^ertain tlie number of 
members in tbe families will not lead to more inquisitorial proceedings 
than those now necessary for ascertaining the income. Ihe iamily being 
in .India tbe unit, any exemption not based on the number of members 
in it will not be correct. 

Q. 37. — I disagree with tbe present system of levying siqier-tax on 
companies. The shai*eholders in companies belong to all grades ol life. 
It is not equitable to ask the poor shareholder to iiay at the same rate 
as the rich one. Tho system of rebate^ does not work properly, as the 
poor shareholder Jiever takes the troiihle of applying for and getting back 
the tax paid, 1 am in favour of fixing a license fee for the companies 
and then levy income-tax on sliareliolders wlierever they may have to 
pay. 

(i. 38. — I do not .see the reason for exempting tho incomes from 
agriculture, especially of the ahsentce landlords, if tho present limit of 
exenixition uer© applied, tho proportion of actual cultivators farming their 
lands that will he affected will ])e very small. 

Q, 40 . — In .India the family is tho unit. The average number of 
members in a family may he taken as five. Considering that, the limit 
of exemption of Rs.‘ 2,000 does not seem to }))e to be high. ^ When agri- 
cultural income is brought under income-tax, a similar exemption will have 



Q. 54. — Siuce tho (*o.st ot' productiou i« conipaniiively low with refer- 
ence to the price in. the inurkot, 1 would advocate a monopoly of ah 
supplies. 

Q, 55.— Yes. 

Q. 56.— No. 

Q. 59. — Opening of depots by the Goveimment will iiatiirally remove 
the middleman’s profit and make the consumer realise the full benefits 
of any change in the rate of duty. 

Q. 61. — anticipate the introduction of a i^olicy of total prohibition 
in the near future. 

Q. 62. — The loss in revenue may be made up by a graduated succession 
duty, and if Jiecessary, a tax on agricultiiral income above 11s. 5,000, not 
now subject to adequate tax. As to the otlier taxes mentioned, I would 
support a totalizator duty, but not tho others. 

Q. 63. — The statements quoted are made on the assumption that an 
increase in the cost will lead to a reduction in consuinption. jOn fortunately, 
tho experience of this province has not been in favour of the assump- 
tion. The statement of Dr. Mathai that ‘hinder a system which raises 
prices without api>lying sufficiently effective direct remedies for checking 
the extent of consumption and the habit of drink, the necessary results in 
the case of a hapless and unthrifty population would he to increase the 
expenditure on drink out of propoidion to the resour<‘es of the individual.” 
This in my opinion is correct. Tho result of the very large increase in 
license duties and auction prices 1ms been to take away from tlie unfortu- 
nate drunkard a large j-iortion of his earnings. .Ho is so much subject 
to temptation that he is not able to control liims(‘lf, and the high prices 
have practically no effect. 

Qs. 64 and 65. — T am nut in favour of exploiting the weakness of the 
helpless people for taxation, ff’litq present system only results in that, 
and as a means of that exploitation, the system works well enoiigli if 
]>riees are high. 

Q. 66.— No. 

Q. 67 . — 1 would support a high duty for locally made imitations ol 
imported liquors, hut not fi’eedom on restriction and transport. 

Q. 68.— Yes. 

Q. 74. — The effect of reduction in the number of shojjs has not boon 
very perceivable. The general result of the closure of some shops has been 
to increase sales in the )ieiglibouring shops. T believe that at least a 
few jjcople who have been tenq)ted unduly by the existence of the abolished 
shops are saved ]>y tbe closure of the shops. The fact that the quantity 
t>f consumption has been more or less steady in this pj'ovince is due to bids 
i>olicy of closing a large number of shops, but for that I fear consumption 
would have increased. The increase in sale in the shops still open, <ai 
account of the closure of the other shops, naturally means an increase in 
the value of the licenses for tliesc shops. 

Q. 78. — A selection of articles will he necessary so that the customs 
may not be a burden on only a imrtion of the population. 

Q. 87. — The tax on ])etting and the tax on entertainments may he 
adG])ted here, the latter witli the limitations already mentioned. 

Q. 88. — A reclassification of the several items in the Stamp Act and 
a variation in some of the rates will be more scientific. Ordinarily, mer- 
cantile transactions, and transactions for small amounts which are likely 
to affect the poorer class of people, should be charged less than others. 
Gifts, bequests and inheritance should he charged a higher tax than transac- 
tions for value. Ruccession by a gift or beque.st to a member of the family 
or the inheritance by a close relation should be charged less than that to 
only an outsider. 

Q, 89. — In tho case of court-fees there are two conflicting principles to 
1)0 considered. One is to treat it as a charge for services rendered. Bo far 
as the time of the court is concejmed, a suit involving a large amount takes 
more or less the same time for trial as a suit for a small amount, hut, 
on the other hand, the jioorer man cannot afford to pay at the same rate, 
imicli less the same amount as the richer man who resorts to court. At 


the preseul moment we liavo a ivgre,ssive gi*adnatcil duly fixed. Li. should 
not 1)0 forgotten that ultimately the poor man against whom the deereo 
i« i^assed has to bo taxod for duty. 

Qs. 92 and 93. — la tlio case of court-fees ainl rogtsiration fees thoru 
is a likelihood of an element of taxation existing. In the (‘ase of registra- 
tion feo there is fclie element already, and in the caise^ of court-fees, in 
some years there has been a surplus oror expenditui'e incurred. Jn ilio 
case of both court-fees and registration fees there is Jio justification for 
the Government to make a profit. 

Q. 96. — Land revenue will have to he considered both as a tax and 
as rent. When the Government interferes in a pui*ely economic relation- 
ship it does not keep the relationship separate. ^ So, wiiat may have origi- 
nated as a rent has ])econie confused. Another factor that has also contri- 
buted to this is the fact that the Government is the owner of most of tiie 
lands and thus occupies the position of monopoly-owner. In cases of 
inonoi^oly also, there is likely to be confusion, and the economic relation- 
ship alone cannot be separated in i)ractice. So, whatever may be its 
position from the point of view of economics, ib is not possible at the 
present moment to treat land revenue as rent, bub in treating it as a tax 
the consideration that ib originated as a rent is not lost sight of. The 
fact that in permanently-settred estates the Government has given up the 
right to treat the tax on land as rent gives additional reason to those who 
object to enhancement in other cases, a valid ground. 

Q. 97, — The prosperity of the cultivator is affected by the laud tax, 
and any enhancement of It, especially suddenly, is hound to have had 
effect. 

Q. 98. — The criticisms are correct, and I do concur with them. 

Q. 99.-— The present system leads to inertuality for^ various reasons, 
one of them being the average taken of the prices ruling over different 
periods. There is also the question of the personal element, the Settlement 
Officer and the District Collector for the time heiug. The complaint is that 
while some districts have heen treated favourably others suffer. The recent 
agitation in Tanjore was mainly based on the contention tliat it had been 
treated unfavourably in successive settlements, l^ome sort of uniformity 
Is necessary in laud revenue. The following plan is suggested. All the 
districts may be surveyed and the lands classified once for all. Most cf 
the districts have been surveyed already and the lands in them classified. 
The few more taluks that still remain may^ also be surveyed and the lands 
classified. A uniform rate for all the districts based on these classifications 
may be adoi>ted, and this may have reference to the average price pre- 
vailing over a number of years. Land settlement may be inade permanent, 
on the basis of this uniform rate. If the Government require more money, 
they may raise it by a tax on agricultural incomes above a certain figure, 
say, Es.' 5,00b gross income, or Es. 2,000 net income. This will be more 
satisfactory and meet many of the ..objections raised to the iiresent system. 

Qs. 100 and 101,~*For the subsistence level the family should be taken 
as the unit, and not the individual. If temptation were given, furbher 
fraction alisat ion of holdings may result in some cases, bub it will be nothing 
compared to the present fractionalisation due to tlio laws of the (^oiuitry. 
Lands even when they are so small as an acre are fractioued ; so to give 
an exemption up to a limit of Es. 2,000 will not very seriously affect the 
question of increase of small holdings. The ordinary holding Is very much 
smaller than what the fractionalisation of holdings yielding an income of 
Es. 2,000 is likely to be. ^ Fractionalisation cannot be cheeked so long as 
the Hindu Law, which gives ^ shares to all members of the family is in 
force. Any change or limitation will only ^ cause loss and irritation to the 
people without in any way checking fractionalisation. 

Q. 102. — I will not apply the principle to -waste lands newly brought 
under irrigation, because the State as the owner of lands will not be working 
, them as profitably as the individual landowner. On the other hand, I 
agree that the benefit of the natural resources newly found should go to 
the State. I would either sell the waste land after the irrigation scheme 
begins to work by open auction or charge a sort of befctennent tax. 

.1 Q. 103. — I will leave the imposition and collection of land revenue to 
the local authorities for the reason that the increase in the value and 
income of the laud is mainly due to the facilities afforded by the local 
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Q. 104. — Gompiirativo iiiddoiiee of the land revenue in diftereiit places 
is a difficult question to solve. The assumption in qtiestion that it may be 
the same throughout the same province does not seem to be correct. , The 
incidence of land revenue will depend on various matters, among which, 
the extent of land, the nature of the soil, the condition of the monsoon, 
the nature of the crop grown, the facilities for marketing and the prices 
fetched in market as also the cost of cultivation will have all to be con- 
sidered. To take a rough method, methods 4 and 5 suggested may be 
.better than the others, 

Q. 106. — The Financial Ilelations Committee which^ was constituted by 
the Government in 1920 found it necessary to classify the services into 
three, namely, national, semi-national and i)arocliial. It is not jmssible to 
have any hard-and-fast distinction in the inineiple of taxation as among 
the several classes of the services. A service, though parochial, may be 
more necessary than our national service; vice versa the national services 
may Iiave to he considered from the point of view of the benefits received 
.from,, it. 


Q. 107. — The scheduled taxes are not sufficient to meet the growing 
needs of the local bodies. At the same time, there is difficulty in finding 
new sources, as some of the x>voposals so far made only suggest additional 
tax on land and income-tax, which are already local and imi^erial taxes. 
Any additional cess on land in this Presidency will meet with strong opposi- 
tion. 'Idle professional tax and the companies tax already affect those 
who get income otherwise tliaii from land. There is also the opinion that 
the Government is not bearing its share of the expenditure on national 
and semi-national services. The want of fixed i^rinciples has been felt in 
this Presidency. 

Qs. 109 and 110. — Octroi is not levied in tills Presidency. 

Q. 111. — Tolls have got their justification as they make those wdio Tise 
the road pay for their upkeep. There may be people wlio owm or use 
vehicles, wdio otherwise may not pay any tax to any local bodies. It may 
be said that they pay only for services rendered. So I would support their 
maintenance, even though they contribute somewhat to retard traffic. 
With the present fast travelling, toll gates at close intervals are legiti- 
mately considered a grievance. A distance of at least 26 miles sliould inter- 
vene betw’eeu one toll gate and another. The difficulty in tliis matter 
that there are many local bodies, and each v/ants toll to augment its 
resources, and each body is maintaining a portion of the road. To avoid 
all difSenlties, the best c^nirse ma,v lie to bave toll gates .at 25 n riles distant 
from eaeli other, to pool toll income and distrihute tlie same rmioiig th^^^^ 
several local bodies concerned on tbo I>asls of the expenditure incrviM>ed liv 
them in the maintenance of the roads. This distribution can be effected 
either by consent of the local Indies at a joint conference, and wdien that 
is not possible it may be settled by Government. 

Q. 112. — Tt is a matter of convenience that settles the owmer or the 

occupier as the person fj’oiii wliom the tax should be collected. While the 

owner is known, the occupier is not generally known, and also ho clnmges. 
The owner will be able to sliift the hurden of tax on to the occupier in 
eases where there is keen competition for the house; where that is not 
the case, the owmer may have to pay. 

Q. 113. — Since it is not always possible to shift the l)urden of taxation 

j on to the shoulders of the occupier, a limitation is neces.sary; otherwise 

j house ])roperty in municipal areas wdll become depreciated and the housing 

I problem ■will become more difficult. House, tax should not lie the only 

? or the main tax in an urban area. 

I 


0. 11*b. — T am not o'enerallv in favour of taxing value extent when it 
is realised by sale or otlierwdse. When a building is constructed, a better- 
ment tax mav orobablv be better. 

Q. 116. — The profe'-'^sional and company’s taxes have been levied iii 
this Pret^idenev and there is no special complaint ahout them in urban 
areas. In rural areas obiection is taken to professional tax. 

Os. 117 .<ind 11R — T am in of the Government hearing a definite 

share of the expenditure on specific sendees, I am not in favour of lump 
sum grants. While the Government give for specific service, it will have 
no doubt the right to inspect, and a minimum degree of efficiency in the 
VIC-42 
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level ill nil previiici.s, or the diji'erent provinces sliould be allowed to iako 
tlio euitse(|ueiu*eri oi liie special trcatineiit to be gi\'eu to particiilar 

interests in tlieir iirovinces. 

Q. 352. — I accept the reasoning. 

Q. 15-J. — I will not allow the Central Government to have anything to do 
with e.N'cise. j^lxcept tor the difficulty of assessment I venld advocate a 
ti'ansfer of the customs duty on foreign liquor also to the Provincial 
Govei-nnients, Giving an interest in excise to the Imperial Government 
will stand in the way of the acceptance of any policy leading to considerable 
rediietiori in consumption at once and total prohibition in tbe end. 1 will 
not complicate the issues by giving an interest in this revoniio to the 

Imperial Government. Every ijj'ovinee ought to be free to adopt the ]mlicy 
it considers licst and take the consequences. If the province is luepared 
to take the consequences, I don’t see any reason why the Central Govern- 
ment should be in a position to dictate the ijolicy. In America, prohibi- 
tion laws were passed in several States before the Federal Government 

took it up. A similar course ought to be possible in India also. 

Q. 156. — I accept the reasoning. A division of the proceeds is practi- 
cable. Ihio domicile of the assessee or the deceased, us tJie cas(3 may be, 
will have ordinarily to be taken as the basis for the distribution of the 
tax. 

Q, 157. — Similar considerations do not ai3ply to these cases. 1 will 

not <litt‘erentiate between the judicial and non-judicial stamps. 

Qs. 160 and 161. — Special assessments^ and fees of all kinds are es- 
sentially local taxes. The present profession tax and the company’s tax 
really form an addition to income-tax on incomes. There is a cess on 
land revenue. These are the resent sources of the local bodies in this 
Presidency. I think there should be a limit fixed for the surcharge on 
land revenue or income. Taxes due to betterinent caused by the facilities 
afforded by local bodies and those due to extension in the neigliljourliood 

urban areas should belong to local bodies. Any return for services 
rendered should naturally go to the local bodies. 

Q. 162. — Tliere is danger in the same property or jjicojue being sub- 
jected to taxation by several bodies, because they are not likely to consider 
the joint effect of all these taxes. At the same time, it is not i)ossibIe 
to separate altogether and earmark for different agencies the several sources 
of taxation. The only possible way in which the danger mentioned can 
1)0 avoided is by fixing the maximum limit ui> to what the subordinate 
agencies can tax. 

Q. 163.— Yes. I ^ am strongly in favour of fixing the prices in ail 
cases ill which there is likely to be practical monopoly. 

Q. 164. — Life insuraiico may be a Government moiioijoly. 

(J. 165, — The princix>ie seems to be all right, but I cannot acce]>t any 
article, except probably salt, to l)e brought under State niouo])oly. 

Q. 367. — 1 do not agree so far as conditions iii India goes. 

168. — *lTio staff is excessive, but on account of the lrli^co]laneq^s 
work given and tlie wi(l(' area to be covered, the Government is not villiug 
to reduce the staff. If the function of the department is (fearly realiiied 
and fixed, the staff can be considerably reduced. At the same time, the laud 
revenue staff is cojisidered us the servant for all^ work, evem though s])ocial 
staff has been brought into existence for doing niany dci>artments of 
work. 

Q. 169. — It is (piite possible to combine all the staff necessary for 
imperial taxation in one service. Similarly, all those required for pro- 
vincial taxation in one service. The present system of having a separate 
staff for each department is too expensive and ^uite unnecessary. For 
instance, the abkwri staff will be uiniecessary if its work is divided bet- 
ween the Revenue and Police Departments. In any caso,_ so far as the 
supervising staff is concerned, they can certainly take in the various 
departments under their control, it is unnecessary to have separate super- 
vising officers for each department. 

Q. 171. — ^This raises a big question of adininistraiiou. The need for 
au iudependeut ('xoeutivo officer has been felt in many big local bodies. 
His position will have to ])e more or less the same as that of officers serving 
’n the TvauNt'erred Departmeuts. As this raises questions other than more 
a.ssessment aud collecdioii of taxes, I will not go into it. 





■ ■ ■ Mr. EiaBialinga Cliettiyar gave' oral evidence as' follows ■ ■ 

P/‘e,sic7e/?/'. Q. — You bad boon Cliainnnn of tlie Coiinbaiorc Mimioi* 
paiitv for some years? 

■ ■ ■■ ■ A. — Yes. 

Q.— “Also President of tlic District Board 
■ A.' — Yes; I wae. 

(). You lia'v c considerable experiojico in. both tiicse capucilies? 

..'A. — Yes. ■ . 

Q. And you liavc been a Aleniber of tlie Legislative Coiiucil for several 
jears ])astr 

■■ A,~“Yes. 

" 1 lic Jlrst pjirfc oi your auswers;, iJial is, tiie statistical portion, v^iii 
bo cieait witii by tbo oilier Couiinitiee, tbe Econoniic Enqiiirv Coimuittee 
excepi- the portions relating to incidence of taxation. " ^ 

view is that ^‘tbe real incidence of taxation can only be studie<l 
with retereiice to tanuly budgets’\ But there are not sumcient family 
budgets available at present. We should have to make a. vers- exiiaustive 
collection. 

" A.— Yes. 

Q.—lt is a matter of years. 

A.-~“It all depends upon bow you proceed with the work. If a special 
committeo IS appointed, probably it woii't take so iiuicli tiiiie. If, on tbe 
oilier hand, it is to be done by students of i>olitical economv, it will take 
a much longer time. 

^ Dr. Ilydcr. Q.— Don’t you think that we can broadly divide tbe people 
into lour classes and say what particular items of taxation are Iiorne by 
particular class? Take, for instance, iiicoine-tax, land revciiiic, customs 
an Cl so on., 

, TJic difRciilty is iliat tliero is differeuco as betiTt'eu different 

toeairties. Jn some pl^es the poor people consume articles, i\-liicli in other 
place® they do not. l<or example, take toddy or ari-ack. Until recently 
people m the Nilgins did not take either of these. 

InTanjpye. Q. We can say generally that the poor peonie deiuk 
toddy and arrack and not the rich. r . . 

what I say is that until a few years ago the Badagas here — 
the low class of people— did not drink. But in other places people cf tbe 
same giade have been drinking tor years; so that voii cannot form any 
general conclusions. * j' 

_ Q.— We are' not going to distinguish the classes so very iiiiiuitolv. Fcr 

aml“kli peopir ^ rich, 

to them, Ihe consumption wilt vary with dilferent 
localities. What is consumed hy the rich in some idacos may not bo eon- 
sunied hy the rich. in other places. For instance, take the tuHmn. -Perliaps 
ni Poona they go in lor lace turlians; but in oilier places they do not. ’ 

Ui. Iljfdcr. Q. ^ 3 lay I know whether in vour opinion it is not nossible 

nJnlS ^T' ’>'’«ie hi the different ellsses of 

p pe, i.e., what customs duties are borne by particular classes of people? 

A, I do not say it is not possible. You will have to take -i f A.irlv 
large number of typical localities and also typical families Unless these 
two factors go together, it will not be possible to dS' tliS qito.stion 

smal?Vadatio«rdo''^?t mXrm^^^^^ 
into^^fdtrIw‘"Tlie'l.ond^^^ 

different localities. ^onaitions ot the different classes do vary in 

proceed by a process of elimination? 

Reduce it down still further untif vou° enmn +“1?,“ 1”®® motorcars, 

classes do pay. For histmicp the taxes that the poorest 

grade, imatS, etc cotton goods of tlie^ lower 
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case. Only ii tli© cost of the sclieiiie is taken 

separately. 

peopli'?^^'^^^^ accoiiiit tijc vaine of ilic water to the 

A.— 1 do. What I want to say is this, in the wliole Prcsideiiev voii 
rates tor each class. For the lirst class you have certain rates 
101 the second class you have other rates and so on. llie cost of eonstruetion 
will vary on account ot‘ the natural conditions. So where it is cheaper, the 
(.lovernnieut gets the benelitj and where it is dearer, it lo.^es. But so fur as 
tlio people are concerned, the return they get will be the same throughout. 

Jtr. Paraujpi/e. Q.— When a Coreriuuent goes in for irrigation schemes, 
It obviously takes up tlie clieajiest and the most favotu'able sfhemes in 
the begamnig, AMien they lay down the rales for that sehemo, tliev will 
probably hx the rates winch u ill .just pay for the cost of that scheme. ‘ lliev 
next take up a more expensive scheme, and naturally tiiey will have to 
iix higher rates. Now in order to lessen the rates for rlie second scheme 
arc you going to put iij) tlie rates for the first scheme? 

^ A.-yA^liat I suggest is this. That should be the case ordinarily’. 33ut 
in special cases, when a scheme is not undertaken in the interests of the 
country generally or when a few landlords want a particular scheme and ai'e 
lirepared to pay lor it oven though it is costly, then separate treatment 
siioulci be allowed. But ordinarily, ivliere the Government thinks that a cer- 
tani irrigation work ought to be taken uj), I think they slioiikl not make 
any difference between one work and another. 

Q.—Froin what I understand, Godavari and Kistna are very favourably 
situated iiTigation. JNow, would not the people of those regions feel 
aggneved ir they have to jiay higher rates in order to make the schemes in 
the laimiie areas, for instance, pay? 

A.— ijy arguiiiPiii is that .vou aro to iix Llio rutos on ilio oavticlilar cluti,s 
or lau(l and source without relereiicc to wind actually a paiiicular schemo 
or all the schemes together cost y’ou. 

lh\ J£}/der, Q. There is another point; you must look upon the ii'riga- 
tiou enterprise as a whole. You will take the above s<*heme,s separately 
schemes are tlie same in point of roli ability of sources and 
classiticaiion of soils, you will charge on both these sehomes at the same 
rater , .. . , 

A.— Supposing you have a scheme in one area and it would not nav 
unless you charge lo or 16 rupees, you may not undertake it unless 
you are prepared to raise the rates in the better tract. Mv contention 

ot the cost of the new sihemes. 

2/(6 President. Q— Then how would you fix tJie rates in the new schemes? 

secoiKl'^{i/l''’tWrl‘^^“ ^'I’igat'on souici.s in diilorout classes, as first, 

secoiKl ancl thud. Sods are already classdied. Therefore what 1 irnidd 
IS, wherever the laud might come under irnbrntioif' take ihc r-df‘ 
ot dassiiicat on, ami then charge^,, (micli for Iho i " c k „ ^ 
the socoiul class, and so on in tho whole IMmh'as Pi-esidcmy. 

, Sir Percy Thompson. Q.— Supposing vou Imvo a voi'v f-ivoiirahlo mfl 
simple scheme where it is easy lo irrigate, and in U.o past vou h m' charm^^^ 
ouly lls 4, whereas, as a matter of fact, the Jand i,s such'tiiat under , our 
classification you would Jiave lo charge lls. 1.5, vou uill charge ]?« 15 on 
Shf Srffi ”'i'e«Pect.ve of any new dei-lopmonts which you 

.h. fe '* >• 
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Q . — You will luivo one Ihiiit like tliat, the return, and the other limit 
would 1)0 wlial it cost.-^ the Rinte, Ro you will fix the rate on a compromise 
between, the two? ; 

A. — I think the Government always does this. 

Q.- — ^How will you meet lliis difficulty: I instance the case oi’ a very poor 
tract suh}ect to taurine ; Government thinks that an irrigation project should 
be introduced there, and Government does introduce it? - 

A. — I liave already said that for other reasons Government would find 
it necessary to open such, projects. 

Q. — I say in such eases Government might have to charge, very little 
just as railway companies do. It may be it is not enough to cover the ^‘ost. 
.For instance, tlic railway companies carry gold and coal. I’hcy charge 
foi' coal much less than they charge tor gold. They do it hecause they 
want to get as rmich as the traffic hear. 

A. — I do not want tlie Govoniment to go in for rack-renting. If they 
arc to gel as mu<*h. as they can, it will simply mean rack-renting. 

Q.^ — It is nob extortion. 'Your railways do not base tlioir rates on any 
extortion principle? 

A.--It is. 

The Presidenf. — The fixation of railway rates is based not on ability 
to pay, but on wliat the traffic can bear. 

Dr. Jlyder. Q. — ^^Yill you have your rates as the President has said, on 
the basis of what the lands can bear? 

A. — do not w’ant to make any difference betw'een one scheme and 
another. I only say for the additional income you get from the land you hx 
a particular rate, and then have the same rate throughout the Presidency. 

Q . — Then I understand that you are in favoui* of the present system, 
according to which the rates are liasod on tlie reliability of tbc sources 
and the classification of the soil, 

A. — Quite so. 

The Presfdenf. O. — sav tlmt the Estate Land Act stands in the 
way; would you explain that to us? 

A. — That is because the landowuei* himself has got the right to a 
certain amount of w'atei* and the tenants hax'e also got cer**^in rights in 
water w'ith the result tliat these rates are fixed hy custom. The net result 
IS that some people pay only .Ps. o an acre. 

0.— Is there any i-easoii why the same principle should not he applied 
to the whole country, does the Estate Land Act prevent the rates being 
raised?'. ■ 

A. — Yes, because the Kamindar is entitled to so much water under the 
■rules, and sonut.iines they ai'e entitled to Avator even without paying any 
rates. 

Q. — ^Wliere he is paying water-rate, is it not liable to revision? 

A. — I think so. 

D/*. Ihfder. O. — In Q. 21 vou say indirect taxes can lie considered 
voluntary only when they are levied on luxuries wbicb the consumer may 
or may not^ use at his choioc. Will you please explain to me bow tboy 
can be considered ’voluntary? 

A.' — ^A^oluntary in the sense that he can buy whatever he likes. As 
T said, take a lace turban., the man may ntirehase it or not. If the cost 
is too mufh he may purchase onlv one. instead of two. With reference 
to excise there is no ouestion of option, bGcaiise the man is under a iempta- 
lion that he is not able to resist. 

0. — Taxation of luxuries is optional. Wby do you make 
any difference between the luxuries and the necessaries? Is there any idea 
at the back of yonr mind tliat no one should consume luxuries? 

‘A. — ^Not at all. I only mean that he has the option in that case. 

Bre Perejf Thompi<ejK Q. — Take, for instance, consumption of salt, that 
W'ould not be optional.^ 

A, — ^No, that would not be optional. 
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Q.— In tlie case of tobacco, is tliere an option? 

A. — There is again the question of resisting. 

Dr. Eyder. Q. — ^Take ' the ' question of matches and kerosene oil. 

A. — I do not think there is any question of luxury at all in this case; 
they are necessaries. 

Q.y-You say, ‘‘T have no objection to a tax upon eiitertaiiiinents ; pro- 
vided it is levied only on the iinper class tiekets’^ Yoii tax, for^^ 
cinema sho%vs, concerts :f they admit by ticket, and yon will tax race meet- 
ings. Is there anything else that yon will tax? 

A, — T don’t think there is any thing else besides theatres, circuses, race- 
co;mes, cinemas, etc. 

Q. — Suppose a big zaminOar is in the habit of aiTangiiig singing 
parties every Saturday, yon won’t tax him? 

A. — If yon take that as an objection, you can tax him. 

Q, — The point is that the performers get their fee, and thus the admis- 
sion fee is paid in one lump sum by the host, that is the custom; will vou 
tax in this case? 

A. — don’t think such parties arc eommoii, except at marriages. 

The Tresideiit. Q. — country chai’ges eiviei*tainn>erit tax except when 
it takes place on admission by tickets. ' Privjrte eiitertalnmonis in other 
countries are never subject to entertain uu'iit tax. 

A. — ^It may be so. 

The Mnliarajadhiraja Bahadur of Burd Q. — Do you think in your 
part of the country an entertainment tax would, outside the big cities like 
Madras, give yon a very large return? 

A. — T do not think in the rural parts you will be able to make ailvthing 
out of this tax. 

(). — Therefore you will have to limit it to the ])ig cities? 

A. —Yes. 

Dr. Eyder, Q. — ^Yon raise an important issue in Q. 26. You say that “the 
taxation in this country has not been based on the maxims enunciated hv 
Adam Smith, and the capacity to pay lias nob always been the guiding 
principle”. This is a stai'tling observation to make. I would like to know, 
on wliat basis 5 mn make this statement. 

A.— I am making this statement on the basis of ilie quotations made in 
^'our own questionnaire. 

D.— Then please cMiiimeraio hist the taxes vliich violale or the 

cannns of taxation of Adam Smith. T want you to consider each tax hv 
itself and then consider all taxes put together. Now then please enume- 
rate them one by one. 

A. — ^Take land tax, it is unirorm. It does not make any diderence 
between the man who can pay and the man who cannot pay. On the 
other hand, tliose who can afford to nav are left free. If it makes any 
difference at all, it makes it in favour of idie richer man. Take, for instance 
the big zamindavs, their lands are all permanent] v .settled and they do not 
pay anything like what they should. 

Q. — ^That assumes that land revenue is a tax? 

A.— Cm'tainly. It is partly rent and partly tax. The whole thing 
has become confused. You wanted me to mention one tax after :niAfhAr* 


m 


tlie 

do 

tax 

tlie' 


that 

rich, 

land 

that 

have 

the 


Q — xNo, i fiui,)init tluit Adam Smith simply said ability to pay. 

A. — Adam Smith talks of equality. 

Q.—Feople in India for a long time thought that the maxim of equality 
would be satisfied if people paid equal rates, that is to say, if you have 
lU. 10 , 000 , and you pay 5 per cent, and I had Rs. 4,000 and pay 5 per 
cent, there is no difference between you and me in point of equality. 

A.™ I thought you wanted me to say how these several taxes which are 
being collected violate the canons of Adam Smith, and I began by saying 
that so far as equality and ability to pay is concerned, land tax works in 
i a, your of the rich and not the poor. So also if you take excise, it is the 
same thing, tiie jioor man pays. 

The Maharajadhiraja Bahadur of Jyurdmm. Q.--^When you say 
land tax works against the jioor and in favour of the 
you say that because tliere are different systems of 
in your province? In permanently-settled areas you ivili say 
landlords were favoured, perhax)s unduly favoured, because they 
got to pay a very small sum. In temporarily-settled areas, does not 
question which you rtiise bring in the question of socialism 
rather than of ability to pay? One man can afford to keep 100 
acres of land: another man can afford to keep 5 acres of land, hut if the 
rate is the same, the man with 100 acres of land pays so much, then he is 
liable to maintain that land, as here also there is the question of ability 
to pay. Whereas, a small cultivator takes 5 acres of land and pays for 
it. Therefore, I do not quite follow in such areas what you mean bv differ- 
ential treatment between the landlord and the tenant. I can understand 
tliat in the permanently-settled areas, but in the temporarily-settled areas, 
the rate being the same, I do not quite follow^ what you mean by differential 
treatment. . ' ' ' 

A.-— I want to apply the principle of equality of sacrifice to the land 
tax. If you consider this as socialism, certainly it is right. What I say 
is that the poor cannot pay the same as the rich. 

Q. — ^What you want to do is, even in temporarily-settled areas where 
there is a particular class of land which can bear so much taxation, rent or 
revenue, simply because it is cultivated by the poor man, it should he 
treated differently from the land which is being cultivated by the rich 
man. That is socialism par excellence. 

A, — Certainly. I want to treat all income in the same way. 

The President. Q. — ^You do not propose to vary the rate of land 
revenue itself, but you propose to introduce the element of progression in 
another way? 

A. — What I want is permanent settlement all through, and then yoii 
fix the land tax once for all. After that, if you have income-tax on agricul- 
tural incomes, tliat would clear the way. 

JDr. Hyder. Q. — ^You take the excise duties. They also work against 
the poor man. Don^t you think that your aims are contradictory? You 
want to discourage drink, that is why the duties are high. 

A. — So far as the Madras Presidency is concerned, h’gh prices have 
nok resulted in any substantial reduction. 

The President. Q. — Wbat would you call a substantial reduction? 

A. — Iffie consumption has been all along 4 gallons per hundred of the 
population for many years. 

Q, — Do you know what the latest report says? Now* it is 3.7 against 
4.2. Is it not a big reduction? 

A. — ^l?here has been a rise since then. 

Q. — Is there not half a gallon reduction? 

A." — But Government sa,y it was due to the non-co-operation movement. 
Prom the year before last it has again increased. 

Q. — This is the Central Provinces Excise Administration Report. You 
will see there the rates as compared with other x>rovinces. You will see there 
is a reduction. 

A.— It is in the year 1923, but 1 think that was a bad year due io the 
non-to-operatiou movement, , 
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1)}\ Ilyder. Q.~~ls the aim in excise p 

A.^ I think that is for the Govei’innent 

Q, I ^vas jutst going to say, Government 
as scarce as possible and raise the niaximu 
courage liquor in both ways, that is. reduce si 
tax as much as ijossible. 

A. liuit was the old jioiicy of 1914, li 
Goveruinents are changing their x>olicy. 

The Fmklenf, Q.--~If yon look at the 
Legislative Conncil, you will see, there was 
will adopt prohibition twenty yeai-s lienee. 

A. I think they have adojited the rati 
will come to the stage of xu'oliibition twenty 

'Dr. llydcr. Q.— We have taken land rev< 
tiling^' 

Q. But yon say that the taxation in th 
on the maxims enunciated bv Adnni ftiin'th 


upX^o.se 


country has 


[ance 


of the4u;firyo7'4nTrSrrduI^^^^ Govez-nment, not 

A.-Here yom income-tax is varying from year to year. 
betwL variations in the taxes in England 

V Jheie IS a greater degree of certainty here than in England, 
ber, told us that could not give any relief. ' “ Imanco Mein- 

coiiorttas ttvih's >■“ *” 

.i. “» >■•"■ »*« 

«■. fihS.”"*”""” ” ““ “ >■“ ““•<* i“ ”•»« *• /«.!i r-r yo. 

Dr. ■Paranjpye. Q.-Now a landlord has to pay it in four instalmeufs 





Q. — What ahoni the taxes levied by the mnnieipality P 

A. — It depeiKls on the tax. 

...Q.—Oetroi? ■ . ' ■ 

A. — We have no octroi in this Presidency. 

Q. — Does the profession tax operate against the poorJ' 

A. — No- it is progressively graduated. 

Dr. Paranjpye. Q. — House tax? 

A. I think it is more or less erpiai and we have exemptions in favour 
ol the ]>oor. 

I)r. llydet. Q. — Jjoeai cess? 

A. ^^"lliat is based on land revenue: whatever applies to land revenue 
also applies to local cess, 

Q.— What other taxes oft'end against this maxim of 'ability to pay’? 

A, Only land taXj the excise and those taxes which are levied on neces- 
saries. ■ , 

Q. — ^Wiiat would you substitute for them? 

A. — 1 don’t say I would substitute anything. With regard to land 
revenue, I have suggested what I think will be equitable. 

Sir Percy Thompson. Q.— Income-tax. You would differentiate between 
earned and unearned incomes; you would also make an allowance on the 
basis of the iiumber of members in a family. The difficulty there is that it 
would probably be necessary to make a good many inquisitorial enquiries. 

A. — I have said that tliere would be some enquiri'es, but they are not 
worse than the enquiries! we are making at present with regard to income-tax. 

purpose of ascertaining a man’s 'income you only deal with 
the individual : when the question of families comes, wouldn’t there be 
difficulties? Suppose a man says he has 15 children ' and you doubt his 
statement, how are you going to verify it? 

A.— The local officer who makes the assessment can verify it. 

Q-’-'Will he go to the family and make the enquiries? 

A.~He makes them outside; I don’t think there will be much diffi- 
culty m this respect as people will be very careful and not make wron<y 
statenient-s. 

Q.— You say that you disagree with the present system of levviug suner- 
tas on companies and that you are in favour of fixing a. license fee for the 
companies and then levy the income-tax on the shareholders. If you do that! 
not^lShire then!?'^°°^ * I'eople who get dividends from companies will 

A. — It IS the same thing as income from other sources. 

Q. — Ton would lose a good deal of income-tax. 

A. —The difficulty is really a balance of two evils: for instance, in this 
part of the country the smaller shai-eliolders form a very large number. 
They are entitled to being paid back what has been collected from the 
company. So if you take the balance of convenience, it will be fairer to 
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is no agent for roceiving the money in India itself, von can treat tlio 
secretary to the company as the agent for Ihe remittances he makes out- 
Side the country. 

Q.—And make him pay at the highest xate? 

A. At the rate at which the «assessee will have to pay. 

1 ^?“’ J”?? Jo®® tlie tax on the portion of the profits which 
IS not distributed as dividend? 

A. If it is converted into capital accountj thev will have to pay 

Q.‘-~They don’t. 

^ was a Privy ' Gouncdl decision' to, the efect that what is con- 

rerted into shares will have to be treated as profits. 

Q. — think the decision was the other way. 

A. — ^That cannot be made a reason for taxing the people whom 3^011 do 
not intend to tax. What practically results from the present arrangement 
is that a large number of peoiile whom A’'C>u do not want to tax are now 
paying taxes simply because yon collect from the company and those people 
do not get repaid. You cannot expect i^eople from villages to go to your 
headquarters to get a refund. 

Q. — How many people from villages hold shares in companies? 

A. — Heaps of them: in the Coimbatore district, there are 150 registered 
companies. 

Q. — ^But who are the shareholders? 

A. — ^Mostly poor people. The capital of a company wmuld be about a 
lakh of rupees and you will probably have 500 subscribers: there would 
only be few people in each company who are liable to pay tax. 

The Presklent. Q. — ^You advocate a complete salt monopoly? 

A.-~-Yes. 

Dr. Ryder, Q.— Do ,you think you could get good salt if salt were 
manufactured by Government? 

A, — may say that I have no idea of the quality of salt supplied by 
private companies: I am only speaking theoretically in this matter. Since 
the cost of production is very low, I think it better that Government itself 
should undertake the manufacture and sale of it. I don’t know anything 
about the actual working of the system. 

The President, Q.— Do you live in an area where Bombay and Madras 
salt come into competition? 

A.—No. 

Q. — ^You used to get lots of Bombay salt ? 

A. — ^No, not now. 

Q. — ^^Vhich do the people of Coimbatore prefer? 

A. — They have been getting salt from Madras. 

I)i\ Paranjpye. Q. — ^^Yhite salt? 

A.— No, we get the heavier salt. 

The President. Q. — Can you give us any idea as to what the number 
of measures to a bag is? 

A.-~ I don’t know anything about the actual sale of salt. 

Q. — Do the common people in your district understand the fact that 
duty is levied by weight, whereas the sale is by measure and, therefore, 
the more measures you get to the maund, the greater the profit of the retail 
dealer? 

A.— No. 

Q.—If you wwe told that the people of your district demanded a light 
salt, would that be true? 

A.— I do not know anything about the actual trade. 

Q.— You buy salt for your own consumption: what considerations 
determine your preference for one salt as against another? 

A.—That depends on the man who goes to the bassar: my clerk goes 
apd gets it. I hdve no preference for one salt over another. 







Q. — If that were available in bulk in the market^ would any one buy it? 

A.— I don’t think so. People are more in favour of the heavier salt 
because they think it gives them better result : it is much more saltish. ' 

Q.~In order to make up the loss of revenue if prohibitifon were adopted, 
you would advocate a graduated succession, duty, if necessary, a tax on agri- 
cultural income above lbs. 5,000 and a totalizator duty. Do you think 
you would get from these anything approaching the present excise revenue? 

A. — There is the imperial contribution also. I want a large portion 
of that to be earmarked to meet the loss from excise revenue. 

Q. —Suppose the contributions were all paid off and yon started afresh? 

A. — ^That is another matter: we have to take things as thev are. Ont 
of 348 lakhs of rupees, I would ask for about 200 lakhs to be earmarked 
for the loss of excise revenue, and we have to find another 300 lakhs. 

Q. — How will you find this 300 lakhs? 

A. — I have suggested taxing agricultural incomes: I suggest that a 
gross income of Rs. 6,000 or a net income of Rs. 2,000 may be taken as 
the exemption limit. 

Br^ Eycler. Q.— You would keep land revenue and on the top of that 
tax agricultural incomes? 

A.— I want a permanent settlement of land revenue, bring all districts 
to the *same level and on the top of that put a tax on agricultural income. 

The President. Q.— You would extinguish all increase of land 
revenue? 

A. — ^Yes; that will be based more on the princij^le of equality of sac- 
rifice. . ■ „ V. ■ 

Q.— You will still have to find 3 cimes out of succession duty which 
would fall largely on landholders? 

A. — Nobody can complain. 

Q. — ^Yoii have been telling us that the excise duty is being levied on the 
pooi’er classes? 

A. — I suppose others will be prei^ared to inake some saciifice. 

Q, — If you introduce a taxation measure, do von think yon would bare 
any Bnx)port? 

A.— I am not sure. 

Br. Hyder. Q. — These poorer classes form part of what are called the 
untouchable classes? 

A, — Noj I don’t make any distinction between the nntonehables and 
other poorer classes. 

Q. — Isn’t the excise revenue mainly derived from the untouchables? 

A. — No; the other labourei*s also pay it. Of course, the untouchables 
contribute a lai'ger amount. 

The President. Q. — Have you considered the possibility of ever en- 
forcing prohibition? 

A, — ^I think it ought to be possible: America has shown the way. 

Q. — ^Has America succeeded in enforcing prohibition? 

— There are some people who think they have succeeded very well 
and some others who think they have not. We only find that there are some 
other countries which are prepared to follow America. 

Q. — On the other hand, aren’t there some other countries who have 
tried the experiment and given it up on the advice of the very people who 



Q. — Are yon aware that prohibition in New Zealand Is confmcd to coir 
.sumption on the premises? 



inorcanti le traiisacfcioiib change us they arc for short toriD.s. Aji orcliiiufy 
mortgage will stand foi* a long time, sometimes for tea or fifteen years. You 
cannot chai'ge both mercantile transactions and mortgages at the same rate, 

Q. Should a share transfer pay less than a mortgage on land? 

A. — I think so, 

Q. Aon. say that ‘‘gdts, hequests and inheritance should be charged 
a hjglier tax than transactions for value’ 

A.— Yes. 

Q. — What sort of relation should one bear to the other? 

A. — ^It^ou can easily double them. 

(A-j ^.As regards court-iees, we have a regressive graduated duty, ifi tl-o 
case of suits for value, would you make it progressive? 

A.—'Thei'e again there is a conflict between two principles a])Out the 
actual cost of the serv.ices you render and ability to pay. A'ou will have to 
put it :ui such a way that for the lower amounts, at any" rate up to Rs. 2 000 
or lis. 3,000, people should not pay quite as much as they do at present.**' 

Q. Wlien yon get to higher amounts, would yon make them imy more? 

in the case of land suits your classification is on 
the basis of ten or twenty times the land revenue: that works a great 
f ri,n+ inequality, becatise it land js worth Es. 3,000 or Rs. 4,000, lie pays 
a coiirt-iee onl^^ on about Rs. 400. ^ ^ 

Q . — Ftven twenty times is too low? 

A. — ^Yes. 

. t'lc i-ale on tlio hishor values 
pi oportionately higher than the rate on the lower values 'riiaCis if Jt is 

R,^1,0M'and ' ioOO,' ifper’ oenl^o^t 

heoo^jrf system l)a.scd on the actual time taken should lie introdiu-ccl 
heoau,se when, the amount is large, you will have to go to a superior court 
Q. ^Yi'ould you ha\'e a graduated IieariTvcr 


Q. ^Roughly, it should not be more than the cost of the 
A.— No; it .should not be. 

Dr. Par<inji>iie. ^ Q.— With regard to the court-fees, it i 
to u.s that the services vendeied are not actually the pa.s.sino- 
mciit. hul they uichKlo Iho placing of the whole resmwte^ 
behind the .ludgiaenfc, and in seeing that justice is executed, 
the work of the judge that is involved. 

can hed^me ^ 

men?? the service rendered is not the mere passing 


Ti 
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A, — ]3xtt there is this thing also; in our country justice was always cosi- 
sidered to be h^ee. It ■was one of the duties ol’ the luonardi or tlie king or 
the time being to dispense justice to his people for no consideration. So 
that, anything that you fix now ought not to be more tlian what you actually 
spend on the particular service. Otherwise, it will affect the deeii-rooted 
sentiment of the people. 

JJr. Hytler, Q,.— You say that in the old days justice was free. May 
I know whether in the old days every nuin’s case coiiid be taken directly to 
the ears of the Kaja? 

A. — Yes; the Rajas were only ^mali men. There was not one- Europepi 
for the whole of India. And even if thei'e was one, there were also tae 
smaller Rajas who would ordinarily dispense justice. 

Q. — ^Were there appeals against their orders? 

— They had their own way of doing justice. No doubt, the system 
has changed now. 

The President, Q. — ^With regard to registration fees, don’-b yoii get a 
service besides the mere writing of the document ? Proof of title, lor 
instance? 

A.— Yes. 

— If you are to go to a lawyer as in England to have the 
title established, it costs you more. 

A. — 1 have no idea what they charge. 

Q. — fg it not right that when the Government performs a service of 
that Wt, they should charge a reasonable amount for it? 

— Tbev are doing service ; and for that service, whatever they spend, 
let them take. I do not want that Goverument should be out of pocket. 

Q._„Should the:^ not take anything for enabling the particular indivi- 
dual to i^rove the title? 

^,_\Vhat they spend, let them take. Do. you want to have some profit? 

Q.---Yes. .■■■ ■ 

A. — I do not think that Government should look for profit in these 
things. ■ ■ 

Q. — ^It is a duty on transactions. 

you view it in that light, it is altogether different. For instance, 
there are some who want to have taxation on litigation. That is quite a 
different matter. It is introducing a new thing altogether. But as circum- 
stances stand at present, I Would say that Government should not make any 
profit. 

Q^-With regard to land revenue, you have already told us that your 
plan would be to standardize the existing rates and make them permanent 
and impose income-tax on agricultural incomes. 

A.-^es. 

Q. — You say The present system leads to inequality for various rea- 
sons, one of them being the average taken of the jirices ruling over diiieient 
periods’h Have you facts to show the inequalities? We had some 
figures given by the Board of Revenue which indicate that there is iiv)t 
much variation. 

^ ■ A , — have not brought the figures here, because I thought it was an 

admitted fact. 

the Board of Revenue takes the other view. They say that 
there is no material difference. 

A.— If you see the settlement reports and work out the thing, you will 
find it, 

Q. — ^That is what they have done. 

you take the average prices in the settlement reports, you will 
findr there will be difference. That is natural. 

Q.— You say will leave the imposition and collection of land revenue 

(in towns) to the local auliorities*’. 

'' A.— I am against duplication or triplication of agencies. 

; Q.— Gan you depend on the local authorities in impose a suffieienlly 

heavy rate? May :we, take it from you that land in towns is one of the 
, Boutoes of wealth is. wf present exceedingly lightly taxed? 




>iS!v‘}i V’' f, ^ ‘'’•''‘aiir-o, JU };oinc jilyees tlion; lias Iti'cn a 'n-iovniico ritii 
rogftrd to tho groiiiicl rent that has boon iixocl, MmaiKe wita 

notliFn^.^” ‘""1 i" <lKTe is 

A. — Yes; that is what I say. 

Q.— Simpose yoii learo it to tho 2riniiieii)alii.Y to eliaro-e a his*- rnlo iIimI 

uouW IPWI up tho whole tlmig. Could you depend o„ the innnteiprtlhy to 

A.—Evoii tho Govonmieiit has to do it suinetiinos tnd ovtm tl.o 
Covernnicnt cannot impose a high tax all iu one lump. If' the Incroaso fs 

Hon to «mt n.re ,,0 ^ 

jhJYS'vS lE cEScEss ,ii'£ ieirS'hEErs'S, SE„t“; 

A" y *■'’ ''■}, which goes to the local aiithoritv itself, no doubt -ton 
can depend on iheni. becanse it will have to lind niono.v' For its own ex- 

l)iobnhl.y you cannot expect the municipality to do that sort of work. ’ 

tho it thf- oi 

A.—Yes; it is^ for the purpose of avoiding the difficulty of haviii<v inn 
inany gates, ior instance, every inunicipality wants to have a toll o-ate ‘iiid 
m many places you have got miinicipalities within a few miles of eadi othe’' 

irX. :;s.id3S. 

liE 

road^ coinuig xrom ont.^^ide the municipality and using the municipal 

andtolVtS inunic?Sft 

aboliilL‘"muni'i?SlollS?'^’^ n.m.ioipality. .Suppose you 

A. — Then your carriage tax will be a luxury tax. 

Q. ^But the man who kept the carriages iust outside the 

limits would not be liable to the carriage ta.x and he will be able to use The 

roads pajnng no toll. ^ 

: :„A.' — ^Yes ; that will be the case. 

ontsWcAho municSali?;.'’''’" 

A.— Yos. There is a sort of coiifiisioii. It Is jmrtl.v a tax for using tho 
roads and partly a tax on luxury. A man who c.an alforr! to keep a motor 

car or carnage is taxed for keeping it. 

Q.~I_ think tho difficulty about abolishing tho municipal tolls is as 
,vou have nidicatod, making it h-ec for people coming from outside. 

A,— I do not think there will be any real difficulty. 

pi'. Jfj/dcr. ^ Q.— In other parts of India yon don’t liave these toll 

barriers. How is it tliat the municipal bodies in the .IFadras Presidonev 
cannot keep up their roads without them? 

A.— The income from toils is a very large uniount here. 

The Freshlenf. Q.— In other parts of India you have the ocii*oi. 

A. — It may be. 

Dr. Eyder, Q.— The octroi replaces the hou.se-tax. We do not have the 
house tax in ATortherii India, whereas here you have that tax. 

A. — I do not know much about that. 

The Frcsuleiif. Q.— Yon say in rural areas ohjeetion is taken to pro- 
fossion tax? 

A.— Yes. 



Q. — And you propose to give way to tliai objection F 

A. — In some places we had to give w'ay., ])8eaiis© the amount collected 
is small.' 't "■■■ 

Q. — Is it not right that the non-agriculturist should pay something cor- 
responding to the land cess? 

A. — We have not got many cases like that. 

I>}\ Paranjpye, Q. — The petty shopkeepers? 

A. — I do not think they come under the i^rofession tax. Their income 
is not considerable. 

The President , Q. — ^But the petty ryot has to pay sometliing, how- 
ever small his income may be. Siionld not the petty shopkeeper aiso pay 
something, whatever his income may be? 

A. — But the difficulty is that the limit of exemption for profession tax 
is at Rs. 30. The petty shopkeepers who get E.s. 30 are not many. I hat:® 
no objection to collect it where there are a large number of people liable io 
tlie tax. I do not want to trouble these people when there is not much 
to collect from them. 

Q. — You think it is not worth collection? 

A. — Yes; further it creates a sort of heart-burning. 

JDr. Paranjpye, Q. — ^You are in favour of a tax on tobacco? 

A. — Not exactly • that ; if you want money so very badly and you mii^t 
get it by taxing some thing or other, then I say tobacco would be 
suitable. But ordinarily, I am much against taking away the freedom of 
the man to cultivate wdiat he likes. And this taxing of tobacco will, no 
doubt, create some heart-burning among ^ the people. In some places, 
especially in Godavari, the people will object to it. It must be taken up 
only as a last resort. 

Q. — ^You prefer an acreage duty? 

A. — ^Yes; that, I think, is the least objectionable. 

Q. — But lots of people have only small patches of tobacco cultivation 
and it will be rather difficult to charge an acreage duty. 

A. — do not know the cond'tions in the other provinces. But so far as 
this province is concerned, I think you can have an acreage duty. 

Q. — ^Would you fix any limit to private possession? 

A.— No. 

Q. — ^You will tax every leaf? 

A. — Under my proposal you don’t take the leaf into consideration at all, 
that is, when you have an acreage duty. In this province, I do not think 
there are people wdio cultivate less than an acre. 

Dr. Uyder. Q. — Don’t you have this condition, that with the hell) of 
night-soil manure small patches are cultivated with tobacco? 

A. — Tobacco is cultivated extensively here. In my own district of 
Coimbatore, you have got large areas cultivated with tobacco. 

The President. Q. — ^Iii your district it is a favourite garden crop? 

A. — YeS’. In Godavari district, for instance, thei’e are lanlcas largely 
cultivated with tobacco. And even in the Nilgiris they have some acres of 
tobacco cultivation. 

Dr. Paranjpye. Q.—WTiat do you say to a monopoly of vend in definite 
areas ? 

— I not think anybody will agree to it at all. Why should you 

have an exception in the case of tobacco? 

Q. — Just like liquor. 

— If you think it justifiable to treat tobacco in the same way as liquor, 
that 'is another matter. 

Q, — do not restrict the number of shops dealing in tobacco. W© 
give the monopoly of vend to one man and let him open as many shops as 
he Ikes, selling the monopoly by auction. * 

A. — ^I think it wdll lead to very great difficulties. Because, all classes 
of people use tobappo, Probably, so far as the number is concerned, it will 


be the same as the number of people who use arrack and toddy. But in 

ciassGs^of^peop^^^^ distnbuted more evenly among all castes and all 

Q.— They will go to the shops of the licensed’ vendors. 

A. — -Then you will ^ have to license every' shop. ■ 

Q.— No • ^,ye shall give the mdnopoly to one particular vendor and he 
will appoint his own men. 

liceiitervendmT ® 

A. ^All that will inti'oduce a iiiimher of complications, 

Q.—That is very coiniTion in certain parts of India. 
a.s it^i’riiere^ wiiether tobacco cultivation is so widespread there 

if it create great difticiilties to the cuItivato.r, 

n \ou gi\c the license for a nominal fee to a iieison engaged in whoJe- 
trade, so that the cultivator can sell either to the whole- 
aimtlieT aTeaP oAvn area or the .licensee of 

-inri 4 ^ 1 ^ have got various methods with reference to the curing 

and sale of tobacco. In some places what they do is this; a fortnight 
+.1 merchaiits come and buy the crop on the held. Then 

tne\ take it to other i)laces and sell it there. 

to objection to that. Only a license has 

A. — -Then what is your object? 

r 0 tai?*^S^^ ^ i’or the license and a fee for the monoi}oly of 

A. I think it will affect both the trade and agriculturists. There are 
low a Jarge niunber of petty sliopkeex^ers who aj'e entirely dependant on 
the sale of beeches^ cigarettes, etc. 

Q. iliej’ will make their own arrangements with the licensed vendors. 
A.- That means you will make it more costly. 

Q. If you put Oil a tax, in whatever form it mav hp mr, i.. i 
to imiiie It more costly'. . The difficulty about the ar-reagVdutv is 
other parts ot the country, the patches cultivntpd 'tf+h ^ “ 

small, and it would be very d.fficu Ho finf o\ft 

the yield on various soils i./ diftWit Ld Bie llnK m®?' AS''.*?' 

to one class of .soil would not be suitable to aiiothw- dass W i ? 

duty m the case ot one, would be very heavy iii the case of another. ® 

A. \es, I agiee tliei’e will he some ineoii'^Uf'T'’ • itn+ t i j n 
acreage tax is the least objectionabS; - ^ ^ ^ ^ ^ ^ 

Q.-Biit the .system I .s«gge.st is actuaUy in force in various places 
A. — 1 have not studied it. , ' ■ 

Q.— It is in force in Patiala and the v derive Td Tnl-h- 
revenue from the monopoly of vend. 3 aeine 14 lakhs of rupees as 

A* It inay he possible. But so far as I gather T flnSth -Jf i 

many eoniphcations and difficulties here. 
shopkeepers depend on heedieSf cigarettes and thugs of that 
very e.vistence; and if you insist on their tsHw I 
will work hardship on them. “ * ^ ® license, then it 

Q.— They- will make their own arrangements with the monopolist 

will ha^; io"”;,oiLS^. 'I'liey 

l-.ecaS IrSi^at 1-^' 

consifc^/tlm hSjS/"4lf 2bacc(J° ^ 
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Dr. Paranjpye, Q. — ^Witli regard to Q. 141, you have heeii jiist ialfc- 
ing about equality of taxation and you propose to exempt the joint family 
property altogether from death dutieSj so that you are going to charge 
death duties only on non-Hindus? 

A. — It is not exactly that. I mention in another place ihat the lineal 
desmidants ■would have to he exemp>ted. The joint family of Hindus as 
well as the lineal descendants of other people will have to lie exempted. 

Q. — Absolutely ? 

A.— Yes. 

Q. — Then yon do not get anything at all. 1 sliould consider that about 
75 per cent of the property goes in succession to the ehildx’en of the de- 
ceased and consequently you won’t get very much. J quite agree that the 
duty should bo charged at a higher rate to persons who are not lineal 
descendants. I can quite understand if you say that the dii'ty should 
foe based on the degree of relationship. But if you exempt all lineal d-i-j- 
eendants, whatever may be the size of the estate they inherit, probably you 
destroy -blie whole scheme altogether and there will be nothing that you 
can get out of it. 

A. — You cannot say that there is nothing left. Xo doubt, the amount 
may be small. 

Q. — At present other coimnuuities have to pay some kind of deatii 
duties because they ha\e to take proliate, for instance, the Christians, the 
Jews. 

A. — They do not. 

Q. — were told so yesterda^^ by tlie Administrator-General. 

A . — I do not know. But UvS a practising lawyer, I know they do not 
take probate generally. Only when they ivant to go to a coin*t do tlie^^ 
take probate, 

Q. — Estates below Its. 1,0U0 are dealt with by the xldmiuistrator-General, 
and for others they have to take a probate or letters of administration or 
a succession certificate. 

A. — Of course, if you want to prove a vrill, that is another matter. 
When there is xio^ will and when it is an ordinary case of succession, for 
instance, among the Christians, they do not take it at all. In practice, i 
do not think they will take it unless they have to go to the court or -the 
debtor insists on it. 


mMMj. Bai Bahadur m CIOPJkLASWAMI B 

■: ' Bagistrar-Gaueral of Panolia:y“ats, ' Madras,;:" 
was next examJbaed. 


Written snomorandiim of Mr, Gopalaswami Ayyangar. 

It is impossible for any student of p'tibiic finance to pronounce on any 
scheme of taxation — its equity and its at‘c<<rd -with economic principles-^ 
without reference to tlie scheme of public expenditure which such taxation 
is intenclecl to finance. The exclusion of expenditure from the purview^ 

of the Taxation Enquiry Committee is bound to invest its conclusions with an 
a(^aclemic and unreal air. If it cannot exJMiinc the adequacy of tlie resources 
of difi'ereiit governing ])odies, how* can u indicate the theoretically correct 
distribution of taxes befcw^eeu Imperial, Provincial and Local? Supposing the 
theoretically correct distribution gives one goveiming authority much more 
than it needs and another much less than it requires, is the discrepancy 
to be perpetually adjusted by a matriailar comribution? Again, in public 
finance there is nothing like a , theorotically correct distribution of taxes 
botw'een grades of Government. The suitability of a tax ;for a particular 
grade of Government is often a question merely of. wliether it can l)e 
efficiently assessed and collected by tliat grade of C4o\'ornnient. 

2. No proposals for the readjastinent of tax resonr(*o.', arc likely to be 
, of any practical use, unless they are vela led to proposals for a rendjnsiment 
of functions arid ^Expenditure. 
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+ov„^ '■*■'^‘0 ProblfOTi of estimating the distribution of the biu-clen of difforoni 
?i,V“*‘fr®’'‘', P°P“^Btion is a difficult one. Estin’ates of 
JuiLioiial income consiaei-ecl along ivith estimates of the cr<+ /■>« 
realising a reasoname standard of comfort for the nation as a ivhoie o-ivc us 
i available for the purposes of Governmenr The 

a\eiage aiiniia,. income per capita, provided it can be arrived atmithou'-’ bein° 
too remote from tne actuality, gives some indication of the economic condition 
ot tho people taken as a whole. Statistics giving the nSer of ? 
earning incomes of different amounts, when studied along wMitime.MendiW 
r lamihos earning such incomes, are useful for gaiminp the 
dmtribut.on ot the existing tax burden and of the capacity of dJereut 
o]a.s.ses to bear fiu'tiier taxation. The' collection of reliable facte their 
analysis and the orawiiig of roasonahle inferences from them are however 
matters ol extreme aifhcnlty and require a great deal of oro-niiisation mr) 
labour, spread perhaps over throe or four yevars. oi^anisation and 

6. rile 'production’ method has been lai-gely employed so far in this 

country 111 making estimates of total and average {per capita) annual inon-'TA 

estimates-relating to iLilag^cS Ti!eo~ 

■■ l^istilication, either in theory or in any 

cletaiied investigation earned out in a siiecihed area, for the formula on ivhicli 
, the guess is made. Tlie rpiaining three-iiftlis also include a vei^iaiTe ma 
ot guess work. The eshmate is arrived at by miiltipjying the 
eiops by the outburn. ^\}3iie the area is more or less accurate in reo’q^d to 
Government villages, it is not by any means reliable in the cvase o/ most 
laaiiuiulari areas. Outturn is largely guess work everywhere. The guessers 
arc many ol tiicm—igiiorant ^cven of vduit the normal represents, and the - 
percentage ot tne nornhii_w.uK‘ii they enter in the cultivation account often- 
looking ab the standing crops, cannot be treated "as 

6. Such stiitisties as are available at present are both inadernmfo 
imtrustworblp^ for estimating either taxable cainieitv oi tL. dtSidbrt^^^ 
the present burden of taxation among the clilferent classes of the popuhition! 

f"? f . Indian 4 ax s.ystem has^ been of luipliazard growth. Historical 
xatliei than seientmc reasons explain its present condition. The theorv tJiat 
all .revenues are ihe property of the Secretary of State in Council represented 
by tlie Government of indui in tins country has had not a little to do 
-“k eonstitational ^ that resulted from the Govern... 

ment of Iiiaia Act,^ l..d 9 , tne Central Government uhicli was entrusted with 
iimited non-exp aiiding iiLiictions obtained nob oril^^ all the existing expandiiif*' 
souices oj reveriiio but all residuary powers of taxation; while the Provincitd 
Governments Ciiarged witJi the administration of rapidly developing depart- 
ments of national activity were left with tax resources, both iimited in 
number arid mostly non-eiastic in eliaracter. In readjusting the distribution of 
resources between (..entral and Provlnciah two points seem to me to rermire 
attention : — ’ , , 

‘ vO giving of elasticity to provincial resources. " 

. transRU’ of the residuaiy powers of taxation from tbe Govern- 

ment ui- India to the provinces. It is the tax resources of the Central 
Governinent, and not those of tlie Provincial Governments that ought to bo 
scheduled.. . . . 

8. Ill the Proviuee or Madras, the three items of laud revenue, excise 
and sbaiups aeeoiiiit for seven-eighths of the total revenue. Land revenue, 
as at present levied, ^does not increase except hy about 1 nor cent annually. 
Ihe extinction of excise revenue altogether is threatened. Though this threat 
will remain idle mr many years to como, we have to take note of the fact 
that the rovcnuo f rom excise will nob be allowed to grow 5 on the other hand^ 







it is not altogether unlikely that we shall have to face the coiitingeiioy of a 
substantial fall in the receipts* The revenue from stamps appears to have 
reached the limit of elasticity; the ciaiiioiir is growing in voliiine and strength 
for the undoing of the enhancements that were introduced over two years 
ago. The increasing roinission of contributions to the Central Government 
wiaich has been promised will stave off the evil day for a few years, but there 
is no escaping the problem at the end of this period. 

9. Tlie three most important taxes levied on behalf of the Central 
Government, viz., customs, income-tax and salt, are every one of them elastic. 
I include salt deliberately. The question of whether, in the present condition 
of Goverjiment of India, Finance, it is necessary to retain the salt duty at ail 
or to levy it at the rate of Rs. 1-4-0 a maund is one whose decision should 
be guided by purely budgetary considerations. The tax is at present intensely 
unpox)iiIar mainly for political reasons, and political obieclioiis to a tax 
are not factors which can be ignored in bnancial policy. Nevertheless, from 
the standpoint of linancial principles, the salt duty is a legitimate source of 
revenue for the State and is a financial reserve of considerable elasticity. 

10. It seems to me that with a view to invest p>rovincial resources with 
the necessary element of elasticity, it is desirable to transfer one of these 
three items to the provinces; and, of the three, income-tax appears to be the 
most appropriate for transfer. I refer however only to the ordinary income- 
tax. Super-tax which is levied in addition to iiicome-lax on iiiconies in 
excess of Rs. 50,000 may for tlie present continue ro be a central source of 
revenue. I do not consider that the admin istra live chjections to making 
income-taxi provincial or tlie other objections based on the fear of multiple 
taxation as between different provinces on the same income are by any means 
insuperable. 

11. The provincialisatioii of income-tax is also iniperativo in the interests 
of a proper remodelling of the taxation of land. It will be clifScuit to carry 
out tile remodelling which I suggest below if income-tax continues to be a 
sourco of central revenue, 

12. I agree that the exemption minimum in tlie case of income-tax 
may bo reduced very considerably. But this is more likely to be agreed to 
after the tax is provincialised and will become inevitable if, as I indicate 
below, a portion of the existing land revenue slioukl come to be recovered in 
the shape of an income-tax on agricultural incomes. 

13. Land revenue proper is a tax. It is not rent, nor can it be said to 
be partly rent and partly tax. - It is a tax on the annual value of, or the 
income from, landed property. The rate of the tax, as compared . with taxes 
imposed on the income derived from other forms of assets, is so heavy and tne 
methods of levy so indefensible that people have taken refuge in designating 
it a rent. That land revenue in its present form is an old tax is not an 
argument against an attempt to remodel it on modern lines and on sound 
financial principles. 

14. I would suggest that land revenue as at present assessed should be 
replaced — 

(a) a tax on tbe capital value of land, and 

(b) a tax on agricultural incomes. 

Neither of these by itself could replace land revenue or be Jusfciiieci on 
considerations of equity or principle. Even when both are levied together, 
the proceeds are bound to be smaller than the present receipts from land 
revenue, and, assuming that other things will remain equal, the discrepancy 
lias to bo made good in some other way. * 

15. Land revenue proper at jiresent is derived from both dry and wet 
lands. The wet assessment is, in tlieoiy, the dry assessment phis a charge 
for water. The first step to bo taken is the separation in the case of wet land 
of the charge for water. In other words, tbe taxation of laud sliould have 
referenco to its unirrigated condition. Irrigation facilities constitute an 
improvement, and a tax on capital value should as far as possible exclude 
improvements. Wherever irrigation works are the pro]Kwt>' of the State and 
are maintained by them, it is only reasonable that a charge should bo leviod 
for the water supplied therefrom. ^ But it is only that portion of (die 
additional valiio imparted to land u'hicli is not due to iirq^ro^^ements eiTeexed 
at the 'cost of the .ownei’ or to the existence of irrigation facilities for 
tbo utilkation of whitjh a separate charge is annually levied that should 
be laid under, cdtitribution through the tax on capital value. 



1C. The rate of this charge for wiiter should not be 'regulated primarily 

on considerations oi tbo needs of die State or on the principle of maximum 
squeezability, ine supply o? water for irrigation should be treated as a semi- 
commercial undertaking, and a, reasonable commercial return should b© the 
aim in fixing' the rat©.: 

17. The capital value of land should he taxed at 

actual I ' _ ' ’ " 

gation of how different rates would work-out financiaTly 
go^ei'iiing consideration should lie not to exceed the p 
acre. \ aiiiations of land will have to be made periodically 
of this ])eriod is a matter of some difiiculty. To start 
15 years is not unsui table fur 
eliminating extraordinary 

The average price of land of different qualities over a series of o 
or tlio lowest price in any one of tlic last 5 " ’ " “ 

tion and another — the; 
witn the legisladon ti: 
capital value <ji unimprovoi 
that portion of the capital val 
land by the owner 
valuations of land alone 
years, whatever the 
percentage of the cc .. 

Trom year to year according to the needs < 
ratejieing fixed by the Legislative Council, 
requirements. 

18. The value of land " ' ” _ ..d 

to local inquiries and to registered documents of sale and 
to the period between one revision and another “ 
for the recording, by a duly 
of rights in land and the better 
information relating to land p 
valuations. 

19. The tax on capital ralu© .shoiild not be looked upon as an attempt 

at measuring the taxable capacity of the person paving it. It mio'ht be 
looked _upon_ by some a,s the assertion of ‘the ancient seignorial claim'of the 
Mate invariably recognized as a liability and as an obligation attaching 
to rights in land throughout the country’. Others may perhaps interpret 
It as an expression of tne view that land should be an item of nation al is --■d 
property ui India. It is briefly and simply a form of propertv tax— an 
th^ itnte” property contribute to the needs of 

agricultural incomes should be regulated on the same lines 
as the tax on other incomes with an exemption minimum and rates graduated 
progressively for incomes above the minimum. It will be possible, and fully 
pistihod too, to reduce the exemption mimimim from Rs. 2,000 at least to 
Rs. 1 000 a.s soon as mcome-tax is provincialised and agricultural incomes 
are also aiiowea to be taxed under it, 

^ 21. The remodelling of the laud revenue suggested above has reference 
primarily to the rvotwari tracts. ^ The question of how zamindari areas 
shoiiia oe Cieajt witii pro.scnts certain peculiar difficulties on account of ihe 
nature ot their tenure and the historical commitments connected therewith 
.Ihe substitution ol tne tax on capital value for the pe. 9 /i/,'us 7 i. is bound to be 
attacked as a breach ol tne solemn covenant entered into at the time of 
permanent settlement Even if the -peshhash has to be retained, the tax on 
agiicuitural inconies should in any case be extended to zaiiiinclari nrp'fls 


, - 1,01 ^ , j ?• percentage. The 

perpntage to be fixed cannot be^ proposed without a detailed' investi- 

X _.i 1 V . the outset, die 

eed the present dry rates per 
^e^iodicaI} 3 ^ The determination 
To start with, an interval of 
rural amp. Provision should be made for 
ivises or falls in value due to abnormal causes. 

- ordinai'y years 

of the 15 years between one valua- 
Kse are alternatives which may be considered in connexion 
t may bo necessary. The tax should be laid on the 
cl land, and with a vioAv to exclude the taxing of 
iiie which is attributahle to capital spent on the 
improvemenis will have to bo carefully defined. The 
iiould occur at intervals of not less than 10 or 15 
period decided on may be. The rate of tax, i.e., the 
apital^yaliie to he taken from the owmer, should be %'ariabio 
of the Provincial Government, the 
:‘il, wnth sole regard to budgetary 

■d should be estimated at^ each revision ■with reference 
“ .....J mortgage relating 

Tile institution of a system 
statutory authority in the village, 
f registration offices, for furnxslimg 
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salt. The former possesses a great deal of elasLieily even after the Increases 
put on during the last three j^ears; and, as the CH^onoinic condition of the 
conutry improres and after a responsible Minister comes to be in charge of the 
finances of the Ooveniinent of India, the use of the salt duty as a iinandal 
reserve is not likely to meet with opposition. But if, in spite of these possible 
adjustments, it is found that the Governnioiit of India cannot afford to part 
with ordinary income-tax without some eompoiisation, the transfer of revenue 
from stamps (non-judicial) from provincial to central is worth consideration. 

23. So far as this province is concerned, the provineialisatioii of ordinary 
income-tax will bring in about 1.35 erores and this, coupled with the 2.2 crores, 
which will result from the remission of the balance of the provincial eontri- 
hution, ensures extremely favourable conditions for midertakiiig the 
remodelling of taxation of land. The income from non-judicial stamps for 
the year 1925-26 is estimated at .93 of a crere, and Madras can ill-afford 
to spare the whole of this amount.^ One solution will probably be to let the 
Government of India take out of this the amount which was accruing prior to 
the enhancements sanctioned by the Provincial Legislafcnro. It is however not 
of much use at this stage going into the details of these minor adjustments. 

24. The overliauliiig of the local taxation system will have to fcdlow that of 
provincial taxation. Local authorities should be given the liberty — subject 
to maxima to be fixed by me Legislature — to ievy cefiflmes afldifionnels on 
the chief provincial taxes, viz., the tax on the capital t'alue of land, the 
provincialised income-tax and excise. As for resources over and above these, 
attention is invited to my answers below to the Committee’s questions on 
local taxation. 

25. I would, however, emphasise two points in connexion with local 
taxation : — 

(a) The tax jurisdictions of Local Government should be as few as 
'..•■possible. 

(b) The widest possible freedom in the matter of choice of taxes and 
the fixing of rates should lie given to the smallest of these tax jurisdictions. 
The narrower the limits of the tax jurisdiction, the more clearly are the 
benefits of the expenditure of a tax realised, and the greater therefore is the 
willingness of the people to submit to further taxation. 

The village panchayat in this Presidency has this freedom under the law 
and I attach for the information of the Committee a list of the taxes and fees 
which on the intiative of panchayats have'* been sanctioned and are being 
levied in panchayat areas. 

26. My ans-wers to the Committee’s questions bearing on local taxation 
are herewith appended and T. desire only to add that such views as I have 
given expression to either in this memorandum or in the answer to tlie 
questionnaire are my own and are not put forward as representing those of 
the Ministry to %vhich for the time being I happen to be attached. 


Q.^ 106. — The ‘usual’ classification of services administered by local 
authorities into national or onerous and local or beneficial will not stand 
examination. A service which is both notional and onerous should, properly 
speaking, he wdthin the jurisdiction of the State and not of the local autho- 
rity. If, for convenience sake, its administration is entrusted to a local 
authority, it does not and should not follow^ that the financing of tho ex- 
penditure thei'eon should be met out of local resources. In such a case, tiie 
local authority would I'eally be acting as tho agent of the Central Govern- 
nient,^ and the iiriiieipal should obviously put the agent in funds for dis- 
charging his functions. The mainbeiiaiice of trunk roads is in this province 
tho outstanding illustration of such aii agency function. 

From the standpoint of the relationship of the rate-payer towuirds the 
tax-payer in respect of tho financing of the services ordinarily administered 
by local authorities, such services are, %vith less objection, classified into — ■ 

(a) semi-national^ or those the expenditure on which ought to be 
shared between the rate-payer and tax-payer ; and 

(b) localj or those the expenditure on which ought to be wholly borne 
by the rate-payer. 

These two classes are, in the ultimate, not mutually exclusive, for it 
is possible to hold the view that there is no service administered by a local 
atithority in which the nation 'is not, at least in a x^emote ov indirect wajq 
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niteresUHi. Hie classification is iisel'nl for certain 
iipou the refill, !ve emphasis placed upon the nation 
aciininistration of xiarticiilai' services. 

A local oaitliority has thus to find resources for 

(i) its sliare of the cost of semi-national 

(ii) the wliole of the expenditure on local 

Both seini-nationnl and local 
the citizens 3*esiding therein. 
inc;isui*o approxinialely the be; 
case of others, this is" not pos 
local ^authority — whetlier on a ? 
fled into — 

(i) that which confer 
for which a price shoiild be cli: 

(ii) that which (‘onfurs 
eiilar locality — rather than 
which case the . levy of a tax 

The f 
possible to 
semi-national 
liis ability to 
accordance 


purposes and is based 
*s interest in the local 


meeting — 
services, and 
services. 

e beneficial to the locality and 
some of them, it is possible to 
on individual citizens; in the 
er words, the expenditure of a 
►r a local service— may be classi- 

a special measurable benefit on the individual 
arged on the mdividiial benefited; and " ’ 

a benefit collectively on all citizens in a parti- 
a boiiofit on individuals taken, separately — in 
: would be justified. 

oregoing consideratifnis are sufficient to indicate that it is not 
agree that the main criterion in local taxation is (a) that for 
services the rate-payer should contribute in accordance with 
.pay, or (b) that for local services he should contribute in 
with the measure ot the benefits derived by him. 

^ It may, however, be conceded that, where an individual definitely bene- 
nts trom a semnee and benefit is measurable, the charging of a fee or nrice 
should be preferred to the levy of a tax based on ability to pay. ^ 

Elementary education is a semi-national service. The cost of edueatiiiP- 
each pupil can be ascertained and the benefit derived bv the individual can 
Uius be_ measured. But the national aspect of this service is everywhere ao- 
knowledged _to he even inoro_ important than the individual, and it would there- 
Tore be both wrong m principle and impracticable from a financial point 
ot view, if we imoceeded to recover the whole cost of this service from the 
persons benefited. Ilie most equitable method of finaiicing this 

would be to recover part of its cost from the ^ — ^ ^ — 

the general rate-payor, and the balance- ‘ 
i iid ivi dua 1 benefited . 

Scavenging is a local 
scavenging of roads, street 
rate-payer in general, private 
fee grad 

Lighting similarly 
legitimate Inirden on 'the r 
be charged for according 

It is unnecessary to cite more 
answer to this queKstion, it seems necess 

The first is that tamiioa i ’ 
for fiuaneing expenditure whether < 
service. 

The second is that, where exjiendii 
of general funds, it is not a.lway.s m 
imposed or tliat tliat tax should be has 
increase in the rate of tolls or a revis 
foes might suffice foj* the purpose. 

Fee contra, the charging of a ])ric 
sometimes lie avoided, where money i 
to pay theory renders the levy of such 

Q. 107. — Local bodies should be g: 
choose from, than is given in Schedule 

1 would suggest the transfer of the 
Schedule II of these rules: — 

(a) 3. A tax on any form of betting 

(b) 4. A tax on advertisements. 

(c) 5. A tax on amusements, 
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— n service 

general t^x-payer, part fi'om 
-however small it may be— from the 

service. But, while public conservancy— the 
and public x^l^ces — should be a charge on the 
, , - ^ scavenging is legitimately financed out of a 

uated according co the benefit derived, 

is a local service. But, while public lighting is a 
•ate-payer, the lighting of individual houses should 
to lienefit derived. 

more exainjiles. But before concluding the 
ns necessary to dra^v attention to two points, 
is^not the only method open to a local body 
!: ether on a local oi; on a semi-national 


or gambling permitted by Ia^Y. 
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In Schedule 11 — 

(a) Item 8 should road “a terminal tax ori speciiied goods imported 
into or exported from a local area l>,v soa or rail or on passengens leaving 
such area by sea or raiV’ ; and 

(b) the following should be added as items 12 and 13: — 

‘12. Local additions to all items of provnicial revenue. 

13. A local addition to income-tax.” 

There is no need to make the levy of any sj^ecified tax imperative. It 
is snfiieient that certain services are made obligatory a.nd that powers are 
taken to enforce attention to them in case of default, such powers including 
one to levy such taxes as may be necessary for discharging the functions 
neglected. .... 

Q. 108. — In this province, municipal councils and local boards have not 
been levying on octroi on the lines prevalent in Northern India. But what 
IS in the nature of irii ocfrvl is still levied informally in many villages for 
meeting common expenditure, and under Section 20 (2) of the Madras Vil- 
lage Panchayat Act, the levy of these has been sanctioned inider the law in 
certain X3anchayat areas. 

The house tax (property tax) is quite familiar in municipal and union 
areas; and though prima facie unpopular in non-union rural areas, is 
slowly making its apx)earaiice in village panchayat areas also. 

The exiires.sion “satisfactory from an economic point of view” is vague 
and ox)ons up a., wide field for controversy. As measures of ability to pay, 
serious o])jections can be levelled against the manner in 'which the two taxes 
referred to above, are levied. We have however come to be quite at home 
with them, and it is hardly worth while contemx^lating^ the contingency 
of our abandoning them. Our efforts should rather be directed towards a 
gradual removal of the objections that from the standpoint of economic 
theory could he urged against the present methods of levy. 

The taxation of land in this country whether by the Provincial Govern- 
ment or by local authorities is in an anomalous position. It requires a 
thorough remodelling. 

Q. 109. — ^The prejudice against octroi is largely due to the administra* 
tive difficulties that attend its levy. Where these imperfections and evasions 
are inevitable and are likely to be on a large scale, as in towms 'with a large 
population or in regional areas, ingress into and egress from which cannot 
be controlled with anything like efficiency, the tax stands condemned. But 
where in a conii>act area such as a village those imperfections and evasions 
are reduced to the minimum, it is a very lucrative source of local revenue. 
The village laahimai is in several parts" of the presidency a familiar levy 
on various articles of coiisiimptioii and export. The rates are fixed by the 
panchayat for each article and the rigid to collect these is leased out in 
public auction to the highest bidder. 

Panchayats gouerally prefer the imposition of an octroi on the sale and 
exx)ort of produce raised in the village to a duty on the import of articles 
required for consumption in the village. The economic motive at the back 
of this preference is obvious. What is available for sale and export is, 
generally speaking, what remains after adocfuate provision lias been made 
for consumption iu the village. And the duty is paid in the fii-st instance 
by an outsider. Tlio tax is usually so niiicli per handy load or other specified 
quantity, and being generally an insignificant percentage of the value of ibe 
article on which it is levied, is wiTliiiglv paid, and its effect on prices ia 
negligible. 

While I consider octroh uiisuited for municipalities and local boards, 
they are, in my opinion, well suited for village panchayats, and will be, 
in their case, in keeping with custom, which in many ‘villages has come 
down to the i>resent day. 

Q* 111* — ^Botli district boards and municipal councils in this province 
^ depend a great deal on their toll revenue, aud until the revenue from tolls 
can be replaced otherwise, neither of these can afford to forego tolls. This, 
of course, is on the assumption, so far as district boards are concerned, that 
there is to he no readjustment of functions and finances among the differ- 
ent units of local self-government in rural areas. The minimum limits of 
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dra\Mi tip by me, and, wIiUo I am now aot wedded io every detail of it, tt 
seems to me that the policy for taxing land in urban areas should follow in 
the main the lines suggested in that paragrapli. 

Q. 116. — It is not clear what a manufacturing tax on cotton niGans. 

The experience in this itrovince as regards the suitability for numicipal 
ptirposes of a profession tax has been quite satisfactory, i'he tax has been a 
failure in local board areas owing largely to difficulties of administration. 
It has made its appearance in many panchayat areas and will, I expect, be 
a success therein. The administrative difticiiltios that face a taluk board 
in assessing and collecting the tax do not exist wlioro the unit i’or assessment 
purposes is narrowed down to the limits of a village. 

The experience of the tax on companies introduced by the Act of 1920 
has, however, not been quite happy, especially in local board and municipal 
areas (nitside IMadras city. The causes of dissatisfaction arc the basis of the 
tax — viz., paid-up capital and the assessment of evei’y braiuli of a company 
on the total paid-up capital of the whole company, the question of remedy- 
ing these is now under the consideration of the IMaclras Government. Busi- 
ness turnover was suggested as a basis for the tax in the Amending Bill 
introduced in 1923, hut this also has been justly attacked from many quarters. 
The hasi.s likely to ho decided on finally is income. 

In respect of the profession tax, the present scale of taxation required 
some overhauling in the interests of progressive graduation. 

In regard to both companies and profession taxes, it is necessary that, 
with a view to avoid adniinisti-ativo conflict, to economise charges of col- 
lection and to improve the efficiency thereof, Ihe local rate should preferably 
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Q. — Wliy sBouidn^t yon have the tax collected by tlie C,^entral Govern- 
3iiont and divide it between tlie various provinces? 

A. — That is an alternative which ifaii be considered. 

Q, — ^Woiiid you say that it is right that both the Central Government 
and the Provincial Governments should have an interest in an eximnd- 
iiig tax like the income-tax and that it should be collected by the Central 
Governraent and a proportion of the proceeds divided between the provinces? 

A.-™The difficulty I felt in regard to making income-tax altogether 
central is tlie fact tliat I am later on suggesting that agricultural incomes 
should also be taxed. Wo shall require for that purpose all the land revenue 
machinery that we have at present, wliich is entirely provincial, and it will 
be a question for consideration whether on the balance of advantages it is 
not more convenient that the Provincial Government shoxilcl be the assess- 
ing authority, 

Q.— 1 can’t see how you are going to get over the difficulty. 

A. — The only idea 1 can suggest is that we should have legislation 
for meeting such cases. A proportion of the income realized should go 
to the place of residence, and a proportion to the place from which the income 
is derived. . ■ ■ ■ ■ 

Q. — Suppose you have a company in Bombay with share warrants to 
bearer: the; dividends .declared are'. taxed, but the man ■ can" take his 
coupon and get it cashed through a bank. liow do you know where it 
is cashed? 

A. — I suppose that ..some sort of, enquiries .will ha.ve to be made by 
the income-tax assessing officer. 

Q , — ^What enquiries ? 

A.— We ought to give it to the place where the share warrant is 
presented. 

Q, — That is no indication. 

^ A.—We can only attempt a practical solution of these things. If it 
is impossible to arrive at the exact location of the income, we shall have to 
take it at the place where it is actually realized. 

Q.—I put it to you that something of that sort is done to meet the 
question of double taxation between G-reat Britain and the colonies in« 
eluding India. I know from experience that this is one of the most 
complicated part of the income-tax arrangements in the IJnited Kingdom. 
It is not so complicated in India, because it is only in very rare cases that 
India has to pay money. ^ The bulk of the loss is borne by the British 
exchequer. Think of it with nine different provinces and applications to 
two authorities to adjust. A resident in the Central Provinces would have 
to deal with both the Central Prvoinces and Bombay Governments. 

A. — I grant that it will ])e a difficult matter: but I do not think 
that at present the number of incomes that will come under that safce- 
gory Will form the hulk ol: income-tax assessments in this country. The 
bulk oi it will be xnirely proviiicial. 

The Frefidcnt, Q. — Lot us eaiTV your proposal a little further: >ou 
propose to give the Guvernment of India only super-tax. How would it be 
to give tlie Government of India tlie taxes on inter-j^rovincial incomes and 
to ioa.vo to the ])rovincos the tr.x on incomes derived entirely within their 
limits ? 

A. — That requires wmking out: it is certainly an idea worth investiga- 
tion. 

Dr. Faranjfyye. Q. — About your scheme of ])roviiicializiiig income-tax, 
do you contemplate liifferent provinces levying income-tax at different rates? 

A. — Certainly. 

Q.— You will only have common legislation about the method of assess- 
ment, but not about the actual rates of assessment? 

‘ A.~Yes. 

Q.-— It would mean a big interference with business,, because a busi- 
ness would have its nominal office in a province where the rate is lowest. 

A.— Yes ; I dare say that tliere may be exceptional casas of that sort, 
but 1 do not ttiiiik we can eliminate exceptional cases from any system, 
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Q.—Beveral companies which had formerly their head offices in England 
are now’ transi erring them to India in order to get relief from income-tax, 

■■...■■'A,— Yes;. „ ' ' 

Q.— It wdll be more so wlien we have nine different possibilities. 

A, That assumes that there is going to be a very large number of cases 
of that sort. 

Thompson, Q.— If the policy of industrialization in India is 
started, you wili get the position more and more complicated as time noes 
on, 

A. That might be so: w^e have got to take account of the fact Miat 
once you mclude agricuiturai incomes under income-tax, that and the purely 
provincial industrial incomes will bulk much more largely in income-tax 
returns than the eases you are thinking of. 

The President, Q.-— Do you think the exemption miniinnm could be 
reduced ver>’ considerably P 

A.— Yes, 

Q. — ^^Vouldn’t that cost more? 

A. — The reduction of the minimum had reference 1o the other sug- 
gestion that we should include agricultural incomes. When you reduce 
it in the case of agricultural incomes, I think it is only just that you 
should reduce it in the case of other incomes. 

Sir Percy Thompson. Q. --In one province it was estimated that if von 
reduce the limit of exemption from ils. 2,0{K) to Rs, 1,000, the cost of 
administration would be just about double and the vield about 15 or 16 
per cent more, 

A. — That is arguing on the present machinery for income-tax assess- 
ments. 

Q. — Don’t you admit that the present machinery for income-tax assess- 
ments is better than the old machinery? 

A.-y“I don’t know : the la'w is certainly very much better, hut I don’t 
know if the present law with the old machinery wmuM^ not have done 
equally -well. 

Q, — I think you are the only witness who has put that view before us ; 
all witnesses have stated that the machinery is now more efficient tlian it 
was before. 

A. — That is putting it purely ou an a priori consideration, because 
the maeliinery is employed only on iiicoinc-tax work^, wliereas the old machi- 
nery was part-time. I j'ather contemplate^ the contingency that the regular 
land revenue staff will do the assessment in the future also. 

Q. — ^T^^ould YOU liave those dual functions which caused inefficiency 
in the iiast? 

A.— -In the old days ilie land revenue staff were doing very much 
more than they do now. 

Q. — Also, w’as it not the case that the inefficiency of the past was more 
marked in the case of large and complicated commercial undertakings? In 
dealing with men with incomes hetireen Ihs. 500 and Rs. 1,000 and lietwoen 
Rs, 1,000 and Ds. 2,000, no great amount of specialized knowledge h 
required. 

A. — That is so. 

Dr. Ilyder. Q . — The old machinery had this advantage, that the officers 
were very much in touch with tlie peoiile. ' ^ 

A.— Yes, 

Dr, Paranjpye, Q. — Do you think that their inefficiency was due to 
the fact that they had magisterial poAvers? 

A. — Their inefficiency was partly due to the fact that they had to do 
magisterial work also. 

The Presidenf. Q. — ^Actually, how long is it since tahsildans in this 
Presidency luu'e done any actual magisterial work? 

A. — It is at least a generation since they had anything to do with 
magisterial work. ‘ - 
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O- explaining the theory of the ground rent to which 

Sir Percy Thompson rel erred. 

Q'~~Take the case of the Punjab laud, for instance. 

, uu, ana!ogous_ ca.se. The State has got certain land to dispose 

ot. When it lets a man into possession of it, it gives him all the ri<Vhts 
to the property. It has got to determine the tax tliat it will lew on that 
land. On the theory so lar in vogue, his burden is consider<^d to lie 
equivalent to, let us say, 4 per cent of the assumed capital value. The State 
IS not able to ascertain the capital value at the moment accurately, go it 
proposes to divide this tax between a premium through sale and* annual 
payments thereafter. It fixes a certain ground rent and subject to that 
ground rent it sells the land. It only amounts to this: instead of takin<v 
the exact ground rent or tax, it proposes to take it partly in the shape of 
an annual tax and pa.rtly in the shape of an initial payment. 

Sir Percy Thompson^ Q. — Wiiich initial payment is a tax? 

A. — It ought to he reclconed as a tax. If it was possible for you to 
fix accurately the amount of tax that you should levy from the land, you 
would have done so. Because you are not able to do so, you take 'it in 
the shape of a premium. 

Q. — Is it one of the attributes of a tax that you do not get any direct 
.benefit? ' , " 

. A.— Yes. ■ 

Q. — Do you get any direct benefit from this payment of the sum Tier 
annum and this capital xiayment? 

A. —Yes. 

Q. — You get a direct benefit for your price when I sell the land? 

A. — You are thinking of 'a ease of - sale? ■ 

Q.— It does not matter whether it is a sale or lease. A lease of 99 
years is recognised as equiAuileut to a sale. 

A. — The man oc(*upies a certain piece oi’ land, .and the question is 
U’hat tax the State should impose. 

— I take the ease ol a piece of land — State land — and snpxiose the 
State is going to dispose of it by permanent lease. If it fixes the ground 
rent permanently then you say it is rent. On the other hs^nd, suppose it 
says ''this is nnt subject to a fixed ground rent ; it is subject to a ground 
rent which varies with reference to the annual value’ ^ : then you sav it is a 
tax? ■ ■. ' , 

..A. —Yes.. ... 

Tlie^ Malurrajadhliuju. Bahadur of Biirdinm. Q. — At page 12 of the 
Proceedings it is stated *''An annual tax of 12 annas per acre of irrigated 
land in the village on every inircmda^' of such land”. What is this tax 
for? 

A. —For the silt clearing, gilt accumulates every year in the channels 
and it has got to be removed. 
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Q. — Foriiiedy, was this cleared by the iiiirasidar hiioself? 

A. — Formerly also it was done in this way; only the arrangement wss 
iurorinal and it is now regularized by the Paiichayat Act. 

Q. — In some of the unions you seem to have a tax on families. Is it 
a direct poll tax? 

A. — No; it is really something akin to the tax on cireunistances aJid 
property which is in vogue in Northern India. It is also more like the 
profession tax. 

Sly Fercy Idiomjjson. Q. — ^In paragrai^ii 15 you say ^‘Irrigation facilities 
constitute an improvement, and a tax on capital value should, as far as 
possible, exclude iraproveineuts”. Then at the end of paragraph 16 you’ 
say ‘‘The additional value imparted to land by the provision of irriga- 
tion facilities should be laid under contribution through the tax on cai)ifcal 
value'h 

A. — -That has been altered. The last sentence of paragraph 16 has been 
omitted. ■ 

Br, Ryder, Q.— Why should improvements he excluded? 

A. — Because the tax on capital value is really a tax on the unimproved 
value of the land. 

Q. — Tliat is, yon think that if you tax improvements, they won’t be 
made ? 

A.~— Yes. There is also a separate charge for water. But the inii>rove- 
ments in i*evspect of irrigation are all made by the State in a majority of the 
provinces. 

Sir Percy Thompson. Q. — Bo you know if it is possible to get at the 
unimproved value of ail the land in India? 

A. — Approximately; I do not think it would be in any way i}erfectly 
accurate. 

The President . Q. — Are you proposing to attempt to arrive at it 
retrospectively? How far back will you go to deduct the value of an im- 
provement? 

A, — Bo long as it constitutes^ an improvement. So long as the im- 
provement is there and is functioning, the value of that improvement 
should he deducted. > 

Q. — It is rather difficult to discover vliether improvements have been 
made or not, especially Avhere land has been levelled generations ago. 

A. — I do not think we shall be able to make any allowance for the 
lowering of lex’-els in an old country like India. 

Sir Percy Thompson, Q.— -Why not, on your i>rinciple? 

A. — If it is possible for you to do it, you ought to do it. The theory 
requires that it should he done. 

Q.— The fact merely shows that the scheme is impracticable. 

The President. Q. — Is it necessary to exclude improvements at all? 

A. — Yes; because the tax on capital value suggested here is only ono 
tax 111 a diver.silied system. It is not intended to take through that means 
all that yon can take out of laud. 

Dr. Paniiijpye. Q. — Could you exempt impi’cvements for a limited 
period of 3 ^ears? 

•A* — A tax on capital value is realfy supposed to fall on pure economic 
rent, and so long as there is any portion of improvement left in the calcula- 
tion of site value, you will have to leave that out of account. 

Dr. Ryder, Q.— Then you must go back to pre-Aryan times. 

The President. Q,— Can you give instances in which such a tax has 
been levied successful^? 

A.— "I can only refer you to some literature that I have read about 
New Zealand. 

Q.— The improvements there are mainly buildings. Is it not? 

A. — think even laying clown permanent pastures is taken as im- 
provement in New Zealand, 
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Sir Vercy Thoui im^n. Q. — Sui)x>osing you Biiceeed in aseej’biiniiig ilie 
capital value oi’ tlie la,nd, are you going to put on an uniform tax? Is it 
not uniair between an owner who has let his land on a competitive rent 
and an ov'ner who, f)wmg to the l’'enancy Law of the p 3 .'ovince, has an 
occupancy' tenant, v^ho liimself has Ijenelicial occupation and is paying some- 
thing far less than the rack-rent? 

A. — If the tax on capital value was the only tax on iaiid and we were 
taxing the landholders according to their taxable cat^acity, that argiinieiit 
woiiid l,)e sound. But what is suggested here is that the tax on capital value 
should he very liglit. It is only one of the burdens on land. 

The President. Q. — Is y^our tax on capital value to ])e applied to x>er- 
manently-settled areas ? 

A. — I. tliink it is a. very eoini)]icated question. I was not x)repared to 
say anything delhiitely on the point. I thought it woidd bring in the 
<iLiestion of the old covenants. 

Q. — You say it has refei'eiice to the ryotwari tract, so that there is 
no case in ■which the tenant has beneficial intereKst^ in the ryotwari tract, 
there are no tenants who have occux)ancy rights? 


Q. — So that the question of beneliciai interest won’t arise? 


Dr. Parcvnjpye. Q. — In the case mentioned by Sir Percy Thompson j do 
you not do this — ^fiiid out the caxiitalized value of the first owner’s interest; 
then the cajiitalized value of the second intermediary owner’s interest ; 
then the cajiitalized value of the sub-tenant’s interest and so on ; and 
in that way take all the capitalized value? And in the ryotwari tract, 
take it as one lumxi sum. In this way, can you not get the whole cax^italized 
value? 

A. — I do not know if ail this elaboration is necessary so long as you look 
upon it as a light charge on land, 

Q. — It is only in order to compare incidence in the different provinces. 
If you are going to distribute tlie resources of the country between the 
different jirovinces on an equitable basis, w^hat we have to say is that the 
capitalized value of Bengal is so and so; that of Madras is so 'much and so 
on. Now suppose it is exx>ected that each of the iirovinces should charge 
at 4 annas per cent on the capitalized value of the land. It need not tax 
it so, if it can find its income in any other way. At the same time, it is 
expected in any distribution of the resources betiveen the different pro- 
vinces that each province must get so much from the land. For that pui*- 
X>ose, is it not necessary? 

A. — ^It ivbiild be desirable; but I do not know if we can go into the 
question of the x>i’<3vious engagements. 

Q. — Tliere are the engagements already ; and all that the province has 
to do is to hud the other things. 

A. — I agree in theory. 

The Preside Ilf . Q. — As against the exanqile of Neiv Zealand, you could 
find a good many countries which have a iirox^erty tax, but without the ele- 
ment of uniiiixiroved land, in addition to the income-tax. 

A. — Yes; ’the United States of Amei’ica, for instance. 

Q. — You think it is inequitabio? 

A. — I -ivould Jioi say it is inequitable. But in that case we shall have 
to j*eeonsicler the question whether wo should tack on to it this tax on 
agricultural incomes . 

I)i\ Paranjpye. Q.~The property tax in the United States had a pain- 
ful history. 

A. — ^Yes; it has been attacked oji economic princix^les. 

Q. — From the administrative point of view, it is impossible to collect 
it.. 

A. --Yes. 

Sir Percy Thouipson. Q. — In answ^er to Q. 106, you say ‘^The usual 
classification of services administered by local authorities into national or 
onerous will not stand examination”. Then you classify them as 'semi- 




national’ and %caP. Is it not rather a distinction <)f words? Have von 
borrowed that from the note in the Report of the Royal Connnissioi/in 

A. Uiab has been made x>iW‘t of the Madras {iteratiire in any case, 
by ola^silioatiou from that given 

^ A.— Tes. 

octrois? Q-— tIowW you give its one or two instances of local 

p.,A.7<:^?s n7U¥„j^‘^.t"tpa7'is 

. X , »S. , A. P... 

(а) Rer cart-load ... ... ... ... a a a 

(б) Per bag ... ... ... ... . o 0 4 

Q. Those are sanctioned under section 26 ( 3 ) of the Act? 

A. — Yes. 

Q.— They have all been approved by the Local Government? 

i.een'^Sjgatid^t 

also?^’^^ ‘ Q.— So you could sanction any surcharge on inconio-tax 

A.— Yes. . . 

Br. Ilifdcr. Q. Does the Government of India know about this? 

A. riiey have a coj^y ot the Act b they have assented to it. 

^^'C'cept taxes winch really hit the people 
vRiagJ^ the villages? I or instance, outside carts also ente\' ?he 

A.— Yes^ they bring in some xirodiice for sale. 

E*. i'7"”oX”“?Si5iT “ P.J • «« ot 

A.—Yes. . ■ 

Q. I hen there is a tax on banks, tax on d'^.r rack and tea shoiis? 

A, Yes; it is a very coimnon thing in the panchayats. 

Q. Hie Govermueut, apart from the Registrar, approves of these things? 
A.— A return of these taxes is sent quarterly to the Government. 

Q •—As regards the taxes, don’t you think that if 
existeS?^ given a tree hand, they tax one single man out of 

A.— The|^liave not been given a free hand. 


M to be 


Q.— Arc you satisfied lluit tliesc taxes arc collected satisfactorily? 
A.-'-Yes. , . , 7 

Q.— There is no evasion? 

“aclii«er.y. for collection is tlio village headman and there 
ate certain rules tmder which he has to collect these taxes. 

headman cannot collect from every cart-load that comes 
11 om the field. Ho must depend upon the honesty of the man. 

villages it is paid ivith very much greater ease than 
elsewhere, because evasion is at once detected in the villages. 

VAii Q-— You don’t object to the octroi in the villages; but 

50U object to the octroi 111 the towns? ^ 

A.“— Y®. 

Q.-*— Would you like to have power to levy a terminal tax? 

A. — Yesy 



Q. — ^You would retain no sort of control? 

A. — Surely we impose cei'taiii duties on the local bodies; if they default, 
we take power to enforce obedience; and on© of the items should be the 
levy of taxation. 

Q. — ^Would you retain control in order to prevent a particular local 
body from taxing a sing]© trade or levying what, in effect, is a transit 
tax?^ A terminal tax can quit© well be in effect a transit tax. Again we 
find in certain places that the whole taxation of the town is got from the 
cottoii trade, we mention here a manufacturing tax on cotton. That is in 
addition to a terminal tax on all the cotton that comes in. 

A. — Is it something like what they have in Bombay.? 

Q.—Not only in Bombay but in a number of towns; and the whole 
expenditure of the town is met out of the tax on the cotton passing through. 
The ginning factories also pay a manufacturing tax. Do you think it is 
legitimate that a single trade should pay the wliole taxation of a town? 
Would you not take any power to compel the town to levy a particular 
tax and to control the levy of others? 

A. — I do not think we have any such cases here. The only instance I 
can think of is Pollaclii which has got a big market which fetches about 
Us. 20,000 per annum and the tolls fetch about Bs. 75,000; and the toils 
are really paid by outside carts coming in. 

Q. — ^We were told that Dharapuram gets an enormous income from 

.tollSi''.. ■ ■ , . 

A. — Yes; even in those eases there is also a property tax being levied 
by the municipalities. We have not yet had a case where they try to meet 
all their expenditure in this way. 

Q. — ^You don’t think it would be desirable to provide that tliey should 
all levy the house tax or property tax? 

A. — I do not think it is necessary at i^resent. 

Q. — ^Begarding the question of the rating of land within municipal 
limits, what is your recommendation? You think that inequalities cannot 
be justified? 

A. — ^Yes. The scheme T refer to is paragraph 182 of the Beport of tlm 
Blnancial Bdations Committee appointed in 1920. 

The Preslderif ,' — 1 will read the scheme for the infojauation of l.;be 
Committee : — 

‘^(1) All land revenue — iaram assessment and ground rent — in muni- 
cipalities should be abolished. 

The mini iei pal i>roperty tax should be remodelled by separating 
the taxation of sites from the taxation of the buildings or other improve- 
ments on it. 

“(3) There is essential difference between tbe value of sites and the 
value of buildings and improvements. The value of sites is largely one 
to which the community has contributed; the value of buildings is mainly 
that of the capital and labour spent on them. 

‘^(4) Dneanied increment in values has reference really to sites, and 
not to the improvements or buildings on it. 

‘ho) Our policy in urban areas should endeavour to keep down specu- 
lative prices, make "more land available and encourage building. These 
considerations suggest a discrimination in favour of buildings and against 
land in tlie distrilnition of the property tax between its two elements. 

“(6) Tbe attempt to tax unearned increment, after its accrual on 
the evidence of a registered sale-deed, leaves untouched a host of properties, 
which daily ap|>reciate in value without such evidence fortlicoming. 

^‘(7) Unearned increment should get taxed in an automatic manner, 
and the' best way to do this is to levy a low percentage tax on the capital 
value of sites, a])art from buildings or other improvements on it. The 
tax should in this country be placed on the owner. The valuations may be 
made, annually, triennially or quinquennially. 

It will be necessary to correlate such a tax to the present pro- 
perty tax based on annual value. The tax on building rentals may be regu- 
lated on income-tax lines with an exemption minimum at the bottom and 
pi’ogressive graduation of rates at the top. Or, in the altera ative^ a local 
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authority may first determine what amount it should raise in the shape 
of proijei'ty tax and then recover definite proportions of it from the tax 
on site values and the tax on rentals. 


^^(9) The main, difficulty is that sites should bo valued at frequent 
intervals. But something of this kind is being done even now in connection 
with the j>reparation of municipal assessment lists, 

‘^(10) In some cases it may ])e necessary, in taxing site valueSj to 
discriminate in favour of huiit on land as against vacant land or land 
put to agricultural uses. This will encourage building operations, increase 
the supply of land for building and help to solve the problem of housing in 
congested towns.’’ 


Sir Percy Thompson. Q. — You say that ‘^tlie exjjerience of the tax on 
comx>anies introduced by the Act of 1920 has, however, not been quite 
happy, especially in local boaid and municipal areas outside Madras city”. 
Is there not an alternative which in efl‘ect is to charge income-tax at the 
rate of a])out 2 per cent on the x>rofits made aetaaily there? 

A. — It is only in cases where there is no head office or a branch office in 
a place that that alternative will apply. 

Q. — I mean the branch office can adopt that alternative if it is only a 
braucii office? 

A. — No. You will please see in page 141 of the District Afunicipalitics 
Act: “Provided that any company, the head office or a branch, or principal 
office of which is not in the municipality, and which shows that ibs gross 
income received in or from the municipality has nofc in the year immediately 
preceding the year of taxation exceeded ” 

Q. — Then if there is a Ijranch in the miinicipality, it is rhargeable 
on the paid-up capital of the whole concern? 

A.~~Yes. 


Q. — ^You say the basis is the final income, is it not in practice going to 
he a surcharge on the income-tax? 


. A.— Yes. ■ ■ . . 

Q. — ^Will the Govern irient of India allow that? 
k . — They have agreed to the companies tax. 

Q. — Companies tax is based on the capital of tlie company ; it is different 
from tlie income-tax. 


A. — It is a question of altei-ation in the wording. In the case of ]>ro- 
fession tax they have agreed to the basts of the income. The next rule 
will show that. 


Q. — They have never liked to introduce a regular sureliarge on income- 
tax in any case? 

A. — Yes, there is a provision in tine District IMunicipalities .Act. There 
is a provision for a surcharge up to 50 per cent. But the Government of 
India liave refused permissio.n to levy it. In tlie Local Boards Act they 
would not allow it to go into the Act at all. 

The Prcsttlcni. (). — Is ihcro any case you know of where the better- 
ment tax has been levied ? 

A.— It has not been levied anywhere. I think a betterment tax has 
})eon settled in the town-planning scheme of Chittoor. 


Q. — At the end of your written memorandum you say that you would 
favour the system of appointing Deputy Collectors for the assessment of 
taxes in numieipalities. If you would allow appeals from the Deputy 
Collectors to the Council, would it not be putting that officer in a very 
invidious position ? 

— go long ns he is not dependent upon the vote of the local body, it is 
all right. 

— ^AVoukl you apply the same i^rineiple in the ease of Madras Oorponi- 
tion, -where he fs to some extent dependent? 

. A.—Yes. 

Q. — ^Would 5"oii allow an appeal? 

k.—l think there is an appeal to the Rtanding Committee against which 
there is an appeal to the Bmall Cause Court, 
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Q. — The result has been that the provision has been rendered nugatory? 
A. — ]V[y experience ot the Madras Cori^oration has not been much. 

Q. — ^Would it not bo much simpler to have the api)ea]s direct to the 
Courts straightaway or to the Collector? 

A. — That would be altogether divorcing the local authority fj’oin 

assessing.,. 

Q. — Tn most of the democratic countries the assessment is done by 
permanent officials who are not responsible to the Committee. 

A. — T tliink as an ideal, it would be the correct thing to do. 

Q, — The function of the elected ])ody Avitli regard to policy slionkl be 
quito apart from the administration side? 

, tliink so. - 
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21st May 1925. 

OOTACAXSUin). 

Freseni: 

Sir Chables ToBHUNTEfit, K.O.I.E,, I.0.8.J PTesiihnt, 

Sir Bijay Chand Mahtab, ci.o.i.E.. k.o.s.x., i.o.m., Maliarajadhirain 
Bahadur of Buj-dwan, 

Sir Pekcy Thompson, k.b.r,, o.b. 

Dr. R. P, Pabanjpye, 

Dr. L. K . Hydeb, m.l.a. 


Biv T. BmiKACUARIj K% President, District Board, 
TricMnopoly, was eKamined, 


Written anemorandtim of Sir T. Desikachari. 

Local taxation: — ^During the past fifteen years I luive been connected 
with local admin istr at ion as chairman of a miinicipality or president of a 
District Board, I don’t i>resume to deal with local finance or taxation as 
a philosoiiher or student. Such views as are set down in this statement 
have been suggested by the problems presenting themselves for solution in 
the practical administration of local affairs. It is not easy to draw a sharp 
division between the spheres of the central and local authorities. There is 
hardly a sphere of local activity in which it may be definitely predicated 
that some forms of expenditure are matters of general importance to be dele- 
gated to the central authority and others are but of local importance. Local 
administration in this province covers a variety of national and semi- 
national services which by tradition, if not by the exigencies of xirovinciai 
finance, ^ have been committed to the care of local bodies. Subsidies from 
provincial revenue have in the past ]>een made on no definite, intelligilile 
or uniform standard or principle to enaliie local liodies as best as they 
may to carry on their work. I shall set down the provisions of the existing 
la%v^ regarding local taxation in order to indicate xvhere we have been 
drifting from the fifties of tlie last centniy up to the present date. 

2. Under the Madras City Mnnieipal Act, TV of 1919, the Corporaiion 
may levy — 

(a) a property tax, 

(b) a tax on comxianies, 

(c) a profession tax, 

(d) a tax on carriages and animals, 

(e) a tax on carts, 

(f) a tax on timber brought into the city, 

(g) tolls on vehicles and animals entering the city, and 

on certain transfers of jwoperty in' the shar>e of an 
adtimonnl stamp duty. 

The property tax, w^hich shall be levied at a consolidated rate on all 
buildings and lands within the city save those exempted by or under tlie 
Act or any other law^, shall comprise (a) a water and drainage tax (h) a 
lighting tax and (e) a tax for general purposes. ' 

^ Subject to the provisions of the section 102 the property tax sliall be 
levied at rates fixed at twrcentages of fhp, annual mine of lands and build- 
mgs such i*ate being determined by the Council. 

For the purpose of assessing the property tax. the annual value of any 
bwldmg or l^nd shfill be determined by the Commissioner. ' 




So far a*s tlie duty on transfers of i)rox)erty referred to in clause 
(1)) above is concerned, section 135 of tlie Act prescribes a metliod of assess- 
niejit of duty on such transfers. A duty on transfers of property shall he 
levied in the form of a surcharge on the duty inijmsed by the Indian Stamp 
Act, 1899, on instruinejits of sale, gift and mortgage with i>ossession of im- 
movable property situated within the limits of the city at a rate not exceed- 
ing 2 l>er cent on the amount of the consideration, the value of the property, 
or the amount secured by the mortgage, as set forth in the instriiinent. 

3. Under the .District Municix)alities Act 5 of 1920 — 

(1) every miinicipai council may levy (a) a proj^erty tax, (b) a lax 
on companies, (c) a i)rofession tax, (d) a tax on carriages and animals, 
(c) a tax o!i carts, (f) tolls on vehicles and animals entering the municipality. 

{2) A hill station .municipality may also levy a tax on servants. 

Under section 79, with the previous sanction of the Governor in Council 
and the Governen -General in Oonucil, a surcharge on vneome^tax way be 
Icricd h lieu of the tax on companies and of the profession tax in respect 
of cerlaia classes n/ persons liable thei’efor. 

A tax on x^ersons entering or leaving the nnmicix)ality by railway inay 
be levied by the council of any municix>ality which is resorted to by pilgrims. 

The property tax is levied on hvildings and lands within municipal 
limits and comi)riscs water and drainage tax for exx)enses connected with 
the construction, maintenance, repairs, extension or imiirovcment of water 
or drainage works. 

The ligliting tax jirovides for exxiensos connected with the ligliting of 
the municipality by gas or electricity; the railway tax should bo used for or 
to further the extension and maintenance of raihvays. 

The assessment of ])rox>erty is based ui)on the gross annual rent at 
which the lands and buildings may reasonably be expected to let from nioiiMi 
to month or irom year to year loss a deduction of 10 xier cent of such 
annual rent, and tlie said deduction shall lie in lieu of all allowance for 
rc})airs or on any oilier account whatever. If the gross annual rent ot 
buildings of a class not ordinarily let cannot be estimated, the 

annual value of the premises is deemed to ho 6 i>er cent on the sum obtained 
in a certain manner on the estimated cost of the building. 

Section 84 relates to general exemptions and alternative basis of taxa- 
tion. A x>roperty tax is a first charge on the x>rox>erty and xiayahlc by the 
owner of the assessed premises. 

Under Madras Act If of 1920 Local .Boards Act, a local iioard can levy 
the following taxes: 

(i) a land cess being a tax on the annual rental value of lands, 

(ii) a tax on comxuuiies, 

(iii) a x>i*efession tax, 

(iv) a tax on houses, and 

(v) tolls on carriages, carts, paJaiKpu'ns and uniiuals i>assing along 
public roads or persons passing over |)uhlic bridges. They can also levy a 
pilgrim tax as in the case of niunicipaJities. Under section 166 of the Local 
Boards Act, the District Board can levy a fee in respect of motor vehicles 
Xilying for hire. 

4. Under the Madras Elementary Education Act, a further cess is 
leviable for the purpose of elcnientary education to he added to the district 
Education Fund* 

5. in addition to these taxes, the ultimate unit in the administration 
id riind affairs, viz., the Village 3?anchayat, is authorised to raise a nnmlier 
of taxes hy section 15 of the Madras Act 15 of 1920, and there is a schedule 
annexed to it relating to callings, trades and i>rofessions wliich can he taxed 
w4iich includes document wnlters, stamp veiidors, hnv agents, priests, 
purohits^ archagas, and hakims, indeed every occupation kinnvn to an Indian 
village, 

6. So far, therefore, as taxation in local and municipal areas and vil- 
lages is concoi’ued, there is no possibility of adding to the taxes which could 
bo levied under statutory powers, and I do not think that any further 
additions need be made to the schedules contained in these Acts, wdiich, in 
my opinion, already give sufficient scoim to local bodies for taxing every 
available source x>ossiMe. 
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n Til© question whether the house and land tax and land cess should 
be discontinued must be answered in the negative as I cannot think of 
any other suitable tax— particularly in rural areas—which could be imposed 

m lli executive order by means of something like a surcharge 

revenue for the maintenance of conimuni cations other tliSi 
district roads. Jt has increased from a 6 pies 
1 * in the rupee. Local bodies have been gradukiy 

assigned the discharge of duties unconnected with the original of Ihe ro«)d 
cess and were made to undertake services legitimately to be paid for fj-oin 
public revenue and not local rates. It was apparently found impossible -dl 
rnmi+ reidace the lanci c^ss by any other suitable tax. The Govern- 

transferred to District Boards such income as that derived 
ilom canals and ferries under the Public Canals and Perries Act and imdc 
giairts sometimes for trunk roads, at other times for village communications 

mLw STTuiMilr*’^A Tnr"PPly. for.the'conMoTtT;”:: 

mental y school buildings. But the anomalous position occupied bv Inr-d 
of having to do onerous and national serviLs out, 

of lates collected wnth the object, benefiting local areas and sunnivinp- 

KdTnfy‘in^lW Mnnicipal Acts were recast th I 

^1 1 I 1 throughout assumed that the existing 

house tax should continue, though it was feit that 
the ultimate limrt of taxation was reached ,so far as lands wLefon^rned 

8. Public opinion was against the increase of any burden on land - tlie 
piovisioii lor the imposition ol the railway cess was abolished and the land 
ct.ss was hxed at li annas in the rupee of annual value. To this has to bo 
added the ^lucat.on cess under the Elementary Education AcT L^d has 

limit and it is not possible to make more exactions 
from landowners for augmenting local revenue. oxacrions 

assessment and collection of the profession and coiiimiiies t-voa 
are attended with considerable difficulty. The trouble and eSse mitaUell 
profession tax are not commensurate with the additio-i 
which they make to local revenue. More than one loca boaiT in mv cb-stAw 

“uSil-s?ng1tetvy*^‘’“ cancellation of the no'^iKion 

The coinpanies tax is of little avail in augnientiiia local rates fn 
oprative societies are practically the concerns in reg olial areas S' tho- ; 

£%i ss“CS 

which people take their pleasures salV S 

by an acrobat, an itinerant dramatic “troupe or ei eoniurS in vifla^s mav 

10. The only source of local revenue, Trhich ‘s fairlv onri 

hardship in continuing to levy them in this nrov'inVr.> ^ 

District Board collects and distributes the^toll l'm-wne”^ The 
difficulty arises in practice when both the local bodies entitled tHevv + n i! 
mioompromisnigly iisist in the exercise of their and tod S 

tev °Thus® districts or a District Board and a^ mmdei! 

pciiit.v Thus, toll gates may be located within a mile of each ofclior •mrl 
cause not a little inconvenience to the public, ''ihe ininiimmi i ^ 

ween one toll gate and another ought I brat leLf tw^tJ^ffile^ 

tbn ^ P‘‘pg»;essive source of income is that derived from 

the fees collected on motor vehicles which jily for hire. These are now levio-i 
standards and rates fixed by th^n. 11^1)1^1 
Mumciijalities Act does not contain any such provision thongh there is in. 
eluded m its powers that of licensing motor cars of everv descrintion Tn 
practical adimnistration, this leads to anomalies and difficulties which have 
tSr^irf make. the fee or rate on i™ vehicles plvLn 

!atnfe?al'boaL!"’’*“ of looara 
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11. It is no exaggeration to say that the Indian nation lives in tlio 

viiiage. Village sanitation, water-sni^ijly and connminications are very 
inucii neglected. If cesses are collected from each village the villagei-s expect 
some honetit to reach their village. To organise village panchayats and 
empower them to levy rates of an illusory nature does seem to entail hard- 
•ship.' ■ ■ ■ ■ ■ 

Union Boards in many cases (where there are not flourishing markets) 
are not j*aising sufficient funds in the shape of taxes on houses or other 
property in niiioii limits to meet the cost of establishment, lighting 
and scavenging. Many of them have to borrow from the District Jioard. 
Taluk hoards after taxing themselves to the fullest extent are nob in a 
position to make both ends meet, so much so that taluk roads have often 
Lo be taken over liy the District Boards. 

Distri(*.i Boards themselves are not, even after raising tlie taxes and 
lolls they are empowered to levy, in a position to keep even first and second 
class roads in order. 

12. While local taxation has reached its ultimate limit, the resources 
ot local bodies are thus not adequate in any case to meet the demands of 
the services expected from them. 

niie framers of the Local Boards Act, in view of the olistacles besetting 
the expansion of local resources inserted in Schedule of the Act, the 
provision enabling the Local Government to (a) transfer annually to District 
Boards a share of the excise revenue collected in the districts and (b) make 
such other recurring and non-recurring subsidies as they think fit in aid 
of the funds of ail or any of the local bodies. In Madras a surcharge upon 
the stamp duty leviable in cases of certain transfers is provided for. in 
mofussii municipalities a surcharge on income-tax may be levied in lieu 
ol the tax on coinimnies, and of the profession tax in respect of certain 
classes ol persons liable therefor. If local revenue lias to be developed 
it must be surcharges on the excise revenue and the income-tax and not 
by increasing the burden on land, nor by imposing a tax on professions or 
amusements. 

13. In union and municipal areas the existing anomalies in land taxa- 
tion must be removed and local bodies should be empowered to collect a. 
consolidated rate on all lands situated in the union or rural limits on a 
uniform and intelligible standard. A tax collected by the Crown by virtue 
of its prerogative on a particular basis and a rate levied by statutory 
authority by a local body under a, different standard of taxation, while 
thj-owing an undue burden on the landowner, deprives the union and munici- 
pality of the full measure of the taxable capacity of the property within 
ilicir limits, 'fiie value of land in union and iniinicipai limits increases 
quickly, and these bodies must he in a position to reap the result of the 
improvements effected }>y them by assigning the land for terms of years and 
realizing a proper ground rent, 

14. The annual value of houses in miuiicdpai aiul^ areas includes 

both site value and building value. Bates fail on both site and building 
values and are not imposed sepaj*ately. Quinquennial revisions of the 
municipal property tax tap only so much of the unearned increment as 
expresses itself in annual value. The Financial llelations Committee (1920) 
ill dealing with the taxation of unearned increments observed as follows: 

problem bristles with piuctical difficnilties, but we are convinced 
that the acceptance of a tax on unearned mcrement by the legislature 
and its practical application by local bodies depend on its being under- 
standable i.n theory a.nd ^workable -without difficulty in practice. We can- 
not attain absolute accuracy in valuations or ab.s'olute equity as between 
individuals. We must be content with alistraet justice. 

The sehemo set out in paragraph 182 of the Committee's report 
atiem])ts to solve the proldem of taxing unearned increment. Though the 
Committee were equally divided on the question of committing themselves 
deiinitcly to the accoxitance of the scheme, they were unanimous in recom- 
mending that the points and proposals embodied in the scheme deserved 
to ]>e investigated in detail. 

A duty on transfers of property assessed as provided in section 135 of 
the City Alunieipal Act, if imposed by union boards and mofussii munici- 
palities may in some measure tax ^‘unearned increments” on land within 
•their jurisdiction. 
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aiid cess payable by the lessor' to Gover 
opinion, as already noted, is agiiinst the 
ana the local legislatui'e has according] 
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have the conditions ol the occupier and the demand for houses fmtu I im 
rate burden of local 
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over the ‘Amaravathi’ and ‘Mamundiar’. The Trichinopoly District Board 
has had to borrow on interest a moiety of the funds needed for their eonstruc- 
tion. The same board eoirstriicted another bridge over the Mai’udaiyar; 
this IS on a district road. Here again a moiety of the expenditure had to 
be iiiciUTeci rrom borrowed funds. Assuming for the sake of argument fchat 
the cost ot the construction of the Manidaiyar bridge should be borne partly 
Irom local rates partly from provincial revenue, there is aetuallv no justifica- 
tion or a similar arrangement prevailing in connection with' the 'Amara- 
vatiii and Mamundinr’ bridges which are on trunk roads. Yet, under the 
existing disiiensation tins inequitable arrangement had to lie, and a local 
board fa>re the charges incurred for a national and onerous service which 
had legit^imately to be met from the funds gathered from the general lax- 
pa^ei. Such anoinalies, 1 lielieve, exist everywhere in this province. 

As already observed, it is difficult to draw a sharp distinction between 
national or fmerous soj-vices and those benefiting a local area. The classili<*a- 
tion, oi roads as trunk roads, district roads and other means of eoimminica- 
tion IS based not on the services rendered but on tlie financial exigencies 
oi the central authority, regai’dlcss of the resources at the command of tlio 
meal authorities. .1 may say the same thing with all the services entrusted 
to local bodies most of tiiem falling in the category of national or onerous 
duties, i took roads hj way of illustration in order to indicate how the 
services entrusted to local bodies wliich concern the liealth and well-being 
ot the citizens of the province have lieen treated hy the central auihority 
and grants have been made in tlie past on no standard of iitilitv or equalitv 
and led to an unseemly scramljlo for them. I am (,f opinion, that grants-in- 
aid irom general Governmental funds should not take the form of an un- 
conditional contribution in general aid of local linauces, but they must he 
based on specific services duly Imdgeted for. National services ‘should bt^ 
wiioily paid tor by the Goyei-nment. Now that a beginning has been made 
in Ireeing the province ol the heavy incubus of the contiubution rendered 
by It to the Goveiaimont of India, the Transferred Departments must be in 
a portion to meet the cost of the national services and rendered by local 
authorities on a more rational basis than has had to he adopted hitherto. 

It is necessary to readjust the existing classification, if any, of national 
and semi-national services and tlie whole subject requires c*ark'ul examina- 
tion under the lieads of 'Communications,’ 'Educatioid and ‘Public Health’ 

J am in general agreement with the observations, of the Financial .Delations 
Committee (1920) in jiaragrapbs 32 to 45 of their report, regarding orants 
Irom provincial revenue in aid of tlie resources of local authorities. It must 
bo realised that no local body is in a position to do justice to the duties 
entrustcKl to its care with its resources capable of little expansion; that in 
the ultimate unit ol Indian administration the village, little is flone to im- 
prove communications and sanitation, render medical aid or imiiart real 
elementary education; that union boards and taluk fioards enjoy an auto- 
nomy without adecjuate funds wliich spells idleness or ban knip tcy • that 
.Ibstnct Boards are not in a position to help or control talnk boards- and 
that most muincipahties have not tlic wherewithal to function to the full 
measure ol their intended usefulness. It is difficult to lav down on what 
basis the sulisidies to local bodies should be calculated; such basis could be 
definitely laid down only after a detailed ami careful examiiuition of the 
conditions in whicli they now function and a reclassification of tlie services 
rendered by them. ' ' 

^ itk legard to the control to be exercised by the Government over 
the expeiuhtiii'c of the grant, it seems to me that in tliis province there 

ensuring a reasonable standard of efficienev/ 
i he Government posse, s statutory facilities for the exercise of control undm' 
the Local and Municipal Acts passed in 1019 and 1920. The nature and 
extent of control to be exercised is in my opinion eorreetlv expressed bv 
the hinancial Delations Committee in paragra.i>h 47 of their ‘ report : 

. . ^ Government to insist that all grants from pro- 

vincial hinds are spent to good purpose. Failure in this would be a grave 
disservice to the general tax-payer, but meticulous interference witli a 
focal body s freedoin is likely to defeat its own end. The theory that increased 
sufjventions should be accompanied by increased control was discountenanced 
by the Beeentralizatioii Commission, and rightly so. Control over the 
details oi administration is contrary to the spirit of recent legislation’ 
Omtroi IS necessary but we would confine it generally to the scmitiny of 
broad results, and it should be made eflective by financial pressure rather 
Ihan by executive orc^er. No grants should in our opinion be s(uict|oped, 
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except on tlie clear understanding that the Government are at liberty to 
reduce or withdraw themj if the services for which they are intended are iiot 
efficiently administered^ * . 

18, Qs. 167, 168 and 171. — All cesses on land should continue to he col- 
lected by the land revenue staff. Collectors and Bu])divisional Officers have 
been relieved of the work of carrying on the administration of local boards 
as non-official residents are discharging that function. There is no justiJfiea- 
tion for the maiiitonance of the revenue staff in its existing strength, if 
the members thereof refuse to discharge tlie duties which they deenied legitim* 
mately to be theirs, when the presidents of local boards Tvere officials. The 
collection of tolls and ferry rents must be made part of the duty of the 
revenue staff. If the profession and compaiiies taxes have to bo collected 
economically, the revenue staff must be employed to do that work. 

In municipal areas the work of assessment and revision must be done 
by agency which is not dependent for its creation or continuance on the 
votes of the assessors. In the City of Madras Municipality Act the annual 
value of^ a building for ipsessing the property tax is determined by the 
Commissioner, the rate being fixed by the Council. 

Duties on inheritance and snccesslon , — T agree that these duties should 
be the first among those to be considered in the event of new sources of 
taxation being required to replace old sources that may be condemned. 
Something like the duty on inheritance is now levied at varying rates in the 
shape of fees under Act VTT of 1870 on probates and letters of administration 
under the Indian Succession Act, the Hindu Wills Act and the Probate and 
Administration Act, and on certificates under the Succession Certificate 
Act. The broad effect of the existing legislation is that except as regards 
Hindus, Jains, Sikhs and Buddhists in Lower Bengal and in the Presidency 
towns, Hindus, Muhammadans and Buddhists are outside the compulsory 
effect of the Probate Law. Indian Christians have been treated in a special 
tnanner in being allowed to take out a succession certificate for the colleC” 
tion of debts instead of obtaining letters of administration to tbe whole of 
the estate in a case of intestate succession. 

There is, however,^ nothing to compel a heir or legatee to go to Court to 
obtain letters of administration or probate or succession certificate if they 
can get in their assets and administer them without the help of the eoui'ts, 
even in cases to which the abovemen ti on ed legislative enactments do apply. 

It is only when money has to be recovered by suit or where stocks and 
shares and insurance policies are concerned or the right of the heir, admini- 
strator or legatee has to be asserted in, and recognised in a court that 
resort is had to the procedure prescribed by the Acts above referred to, and 
court-fees are collected under Act VII of 1870. 

The amounts thus recovered as fees are really taxes; the work done by 
courts in granting certificates, letters of administration and probate is very 
little, and it is rarely that applications under those Acts are contested. 

The Civil Justice Committee, in dealing wit!) the necessity of having 
before courts genuine testamentary instruments and preventing oral testa- 
ments, observed as follows : 

^‘Whetber probate of such wills when made should be compulsory or 
not is a further and a mudi more difficult question. Unfortunately, when 
we come to consider whether probate of such wills slionld be made com- 
pulsory, the question of law^ reform meets a question of finance. Taxa- 
tion is a matter beyond our province, and it is no concern of ours to 
advocate that any estate be burdened with additional taxation. We do not 
think that any extension of the Probate Law wmuld have much chance of 
favourable consideration in any province if it be regarded as a manifest 
forerunner of serious additional taxation. The incidence of the court-fee, 
which we may refer to as probate duty, is controlled by diverse considerations 
which lead in the end to considerable anomaly. There is necessarily a con- 
siderable inequity in any system which exacts probate duty in the case 
of a will but not in the case of intestate succession. We appreciate, there- 
fore, the difficulty of the financial question. Considering the matter entirely 
in the interests of the administration of law, it appears to us, however, 
to be a pity to rule out an extension of the provisions of the Hindu Weills 
Act to nrovinces outside Lower Bengal for purely financial reasons. If the 
financial difficulty can, in any reasonable way, be accommodated, we think 
that it is worthy of consideration W’hether to enable a proper probate system 
to be applied to Hindu Wills generally throughout India, some differentiation 
might not be made as regards probate duty, according as the testator had 




deposited the will in liis lifeUitie with the rep;i,sfcrar or registered it iiiidot 
the registnitiosi law or had omitted to take either of tJiese precautions. Wo 
do not think it is advisable to insist upon the registration of wills oi* the 
coinpnlsory deposit thereof vdth tlje rc'gistrar, hat to encourage deposit or 
registration wendd he highly useful.’' 

The hesitation evineed by the Civil Josti(*e Ck)ininittee in uneonditionally 
recomnunnliitg i’ne aditiission to jn’ohate of at! uilis within a reasonahle lime 
after their e^O'-rdion is IjtJseJ {Oi Tiie oppo‘^itiou to any jiieasure wliicli may 
directly or indirectly lead to taxation. Yet tlie law as to wills is in tlie 
Hindu laiw, as it is in the Coniition and Civil Law a late addition. Tlie 
growth of Lh(‘ U's( anieni ary f>owe:«* d(‘p(‘nded upoti (he degree to wliicL the 
eouti-ol of th(‘. l(‘siaroi" over ins proptody was admitted, dlie^ extcail of Ihe 
k‘sta*n(‘niary corresponds \vit.h_ (he amount of control that an owiun- 

may poss(*ss in giving i? awa.y i.n sp<a-ie. as in tlu^ case of his sejjataiie oi' 
aequircMi propeidy. ]So rub* of .Hindu liuw will he contra, vened !?y making 
probate compulsory in ihe (aiscs of all wills and the extension of the .Hindu 
Wills .'\ct to ai-eas not wiiJiin its operation at ])resent. Mulnunmadan 
wills Vvili 1)0 hut pmidially valid. They ('ouid ho admitted to probate to flic 
(ixtent of (heir validity nndc!' tlu^ l\l uluimnnulan ‘.Lawx dliere will he little 
diiTscnliy in practically admi.Mislering a laxative scheme so far as testCi- 
meniary sm.ression is con(*erned. What is colh-cied as a fee now undtu' Ihe 
CV>urt-IVes Act,, atid is in my opinion reaJly a tax, may he levied as a tax 
atid collected fri,U!i every estaie which is tln^ siibjecd) of testamentary demists 
Bui, wills rt‘gisiej'ed or deposited wdlh Iht* registrar during the lifr-time of 
the testator nuist, he ditfenniiiated frotn Ifiose which are not. 

The considerations appUcahle to intestate successions are, however, more 
complicated. Real dihiculty will he experienced in the axjplicatioii of the 
principles of inheritance taxation^ to cases in Malabar and Kanara wdie]*e 
partition is not allowed, and the idea (>f heirshij) would never present itself 
to the mind of any memliej- of the family and to joint Hindu families 

governed by the j\litaks]iara Jiaw. Any practicable measure of taxation 

must exempt from its scope such cases. I ara not in favour either of a tax 
on the shai*e wdn'eh devolving l)y survivorshi}) augments the shares of other 
members of the family, nor of any tax on, the %vhole property on the death 
of each managing meuibei*. In the former case there is no succession. In 
the latter case the suggestion is crude and unen forcible in practice. Every 
family need not have a manager; there is nothing against there being 

more than one managing member, and all the members of a family may be 
actuaJly iiuinagiiig their 'family dividing tlieir duties according to the nature 
of the l')usiness to be transacted or the location of the property to })e 

managed. 

I should pi'escribe Rs. 5,000 us the exemption limit in India in cases 
other than those dealt wdih above, -which have to be totally exempted if uny 
inheritance duties must be levied. 

Qs. IdS, 109 and 114. — On abstract ]'>rinei])]e8 I may_ ]>e willing to sub- 
sc'fibe to what is set out in Qs. 188 and 189 (1) and (2). But T have alroa'dy 
im!icat(Ml the exemptions whitdi .should bo providc'd for in India. .Even 
Indian Christians wlio were long snhmittiiig to the statutory provisions (d 
the .Indian Slncco.ssion^ Aci had to he accorded [special treatment. Unchang- 
ing rate.s may ho levied iii order to sec-ur(‘ equality in the di.strihut!on of 
this bu]*d<in. But in hnlia. ili:*y cannot cover the whole of the ecoiunnic 
<'omnumity represented by the nation. 

The graduation of taxes according to the ihixs' principles referred to in 
Q. 188 could he ap])iiod only in cases to wliich the Hindu and Muhammadan 
Law^s of Succession do not apply. The ra,iiomiie of succession, amongst 
Hiiuius and Miihaminadaiis cannot ]>e cauvas.secl^or altered by the formulation 
of any .scheme of fiscal taxation. The tradition is so long e.stablisbed that the 
p<n'.sonal h'nvs of the div<*rhe ('ommuuities -with varying religious bebefs 
should be rccsjU'cted that it is extremely inexpedient to attempt io interfere 
with tliem by a laxative measure cyh*nh\ted to iijiset the tradition. 

A'loreover, court-foes have been .so far levied in cases which came np 
before courts. The paymenl of such (*ouri-fee w-a.s enahledi to he enforced 
where and when the aid of la.w conrus his-amo necessary. I'his is tl'ie hi’oad 
re.siilt of the existing legislation bearing on jirohates and letter, s of adnuiii- 
sbration. To conijjel the I'jayutent of these datie.s l>y a taxative law only 
by some ))i*op<jrtion of the w'hole nation must engender the feeling that 
there is an unj'ust differentiation 'In the levy of the tax. 
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In my experience, movable property oilier Ilian stocks and shares escape 
liability to pay the court-fees on probates and letters ot‘ adniinistratioii. 
Nor do I see liow they could be success i’ully taxed by any law of duties on 
inlieriiance. Tlie staff to be maintained to do it will cost more than ilie 
resultant benefit to tlio Btate. There is too the tear of letting loose on the 
])uhlic an inquisitorial and harassing agency witliout corresponding aecretioii 
to the iuiblic revenue. 

Where real property is coneenied, the valuation of the same presents 
no little difficulty. Tlie valuation for court-fees, suits valuation and stainiis 
must he co-ordinated with that for the death duties, if any, which may 
have to come out of the property. 

Considering the subject from every point of view it a^ipears to me to be 
not expedient to levy a tax on inheritance and succession except in a 
qualified way on legacies and testamentary succession. 

Gowrt^feea . — The problems relating to the levy of court-fees and the 
valuation of suits (under the Court-fees and Suits Valuation Act) loom 
prominently in the prevention of laws’ delays by devising some rational 
method calculated to cui-tail second appeals. Suits relating to land of the 
value of nearly Rs. 20,000 have to he heai-d by District Munsif whose 
pecuniary jurisdiction is Rs. 8,000. IMoney suits and suits relating to pro- 
perty assessed at a inarkot value of Rs. 8,000 very often heai’d and decreed 
ex-parfe are placed in the same category as suits for injunction relating to 
sucli property. The former class of suits occupy but a few minutes of the 
presiding judge’s time, whereas the lattei- occupy clays or weeks of tlie 
court’s time. Something must be devised to distribute tlie burden accord- 
ing to the benehts rendered. The tendency is, however, to make fees serve 
the purposes of taxes. This must he deprecated. The complaint in most 
provint'es is tliat court-fees are collected disproportionately to the benefits 
received from, and services rendered by, courts. 

Stamps . — In India the penalty levied on unstamped or insufficiently 
stamped instruments has always struck me as unduly hard. In tracle 
accounts maintained in the mofussil, as they are now and are bound to be 
for a long tiine to come, acini owledgments of probative value have to be 
acccp'ited in evidence by a straining of the provisions of the Stamp Act. The 
Civil Justice Committee has recommended writing and registration in many 
transactions not requiring writing now, like pai*titions, releases, surrenders 
and maintenance agreements under the Hindu Law. But once a transac- 
tion requires writing and registration, the stamp law" wu'll he invoked 
for making tliem legal. It is unjust to engraft a taxation law’ on any 
measure of legal reform for providing for certainty of title or reduction of 
oral testimony in proof of transactions coming up before courts for adiudica- 
tiou. In 7‘eadjusbing stamp duties tliis consideration of public policy lias to 
he borne in mind and transactions not hitherto requiring w’riting and 
registi-ation must lie dealt with so as not to penalise or tax measures for 
placing evidence of an indubitable kind lief ore courts. 


Sir T. Besikachari gave oral evidence as follows 

The FreskUnf. Q.—You have been associated with local bodies and 
municipal administration for a good many yeai‘S? 

A. —Yes, Sir. 

Q. — You liave been a Afemher of the Legislative Council for a conside- 
ral)]© time ? 

A.— Yes. 

().— You have been a Member of the Civil Justice Committee .5=* 

A.— Yes. 

Q.— You have been good enough to send us two notes one on ^local 
taxation’, and another on bnheritaueeb 

A. — I must apologise for not having been able to devote more time 
to the questionnaire as I was very busy when T returned to my place 
after touring with the Civil Justice Committee. Ydn will therefore excuse 
me for the meagre notes I have sent. 

Q.— If you have an 5 i}hing more to say, you can send ns a detailed 
note. 
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Q. — My only point is really this: if tlie Provincial Government have 
to raise additional funds, won’t it he eompelicd to raise them from the 
very sources from which the local bodies would raise tlieml^ 

A. — No, Sir. The general opinion is that a surcharge on income-tax, 
and excise revenue may meet the ease. 

Q. — Is not a x)rofessioii tax really a surcharge on income-tax? Is not 
the companies tax really a snbstitutc for income-tax on the ]>rofits of 
companies? 

A. — As fa.r as my experkmcc goes in Liic Jimuissii, Uioro is voi*y little 
which can he raised as companies tax. So also profession tax is very 
small compared with the local needs. 

(J.— Is it not possible to raise the i-atcsp That is what the Provin- 
cial Government 'would have to do if ilicy wan tod to raise additional 
money. .. ■ ■ ■ " ■ ■ . ' . ■ ■ 

^ A. — There is a large amount of income which escapes taxation. If 
it is not an actual income-tax, the Provincial Government may raise some- 
thing ill aid of the local resources from the agricultural income which is 
not taxed at all. 

Q. — Tliat is again raising a vcj’y big fjucstion. 

A. — With the talent present here, no question need bo Idg, 8ir. 

Th(>Mahar(tjmUi}mj(i Bahadur of Burdwaii. Q.-— Don’t you think, if there 
bo a difficulty politically or otberwise on putting an income-tax on agricnltura! 
incomes, there are still possibilities of those agricultural incomes being 
assessed in future ])y local bodies in some sliai'ie or other? 

A. — I must confess there is a very large body of feeling against 
agricultural incomes being assessed in any wa.,y ; lajid is already very heavily 
taxed and it is not xiossible to add any more burden. AL'oreover, Taluk 
Boards and District Boards cannot prolitably or conveniently levy any jiro- 
fession tax, nor anything similar to the eonij)anies tax. The only thing you 
can possibly do is to have some local rate U]K)n agricultural rents in tliose 
areas. , , ' ' 


Q. — What you would have to do is to have some specific purpose foi' 
these taxes, in the same way, as you have road and public works cess 
which is collected with the land revenue and then handed over to -ohe 
local bodies. In the same way, supposing the local bodies were 
to levy something on agricultural incomes, they would raise it 
not as land revenue, but they ivoiild raise it i'or some local iiurpose. i 
ask you a general question. Supposing there vere difficulties in. levying 
an income-tax on agricultural incomes, whetbej* fo.r iiolitical or other 
reasons, don’t you think there is a i)Ossibi]ity in future of local bodies 
getting an income from agricultural incomes in some shape or other? 

A. — If it is to be for benefits rendered, I do not think there will lie 
much trouble. 

Q. — ^^yiiat 1 mean to say is that there will be less trouble in getting 
local bodies to tackle these local incomes foi* the local piirx)ose than there 
would be in assessing agriculture incomes to the general income-tax. 

A.— Yes. 

Ur. Ryder. Q. — There are two things which you spoke of : one is a 
surcharge upon income-tax, and the second is subjecting agri cult lira! income 
to income-tax. I sui>X)ose these are two different matters? 

A. — Yes, tliey are two different matters. 

Q.““Sux>posing you cannot subject agricultural incoiims to income-tax, 
there is the other alternative that you will make a surcharge uiioii income- 
tax; now them, the jiriuciple laid down by aou is this, Unit tills nioncy 
should be spent for the benefit of the locality. 

A, — Not like that. What i meant to say is that they could be ear- 
marked for certain services. 

Q. — Have you got many people in rural areas who pay income-tax? 

A. — ^The vast majority of them do not pay any income-tax in the rural 

aroas. 










Q. — So that you will realijsse very little? 

A.— No. Agricultural iiicoines are not assessed under the Act. You 
cannot; at present assess agricultumi income unless coupled witli the general 
income which they have, and which is liable to assessment. 


Q. If I understand youi' answer, it is this : land is alreadj?^ heavily 
burdened, and according to your ^iew it cannot stand any more. 

A. — That is so. 


Q.~So that the proposal to subject iigricullural incojiies to income-tax 
meets witb. a large volume of opposition ? 

_ A.— It is like that. WJiat J suggest is that Ibere is a, line of least 
resistance, but i do not believe a,nybody would libe to have agricultural 
incomes assessed, because it is hclicvcd that it ainounis to indirectly 
burdening the land. 


Q. — Ikit things would be easier if this jnoney v'ore spent for the 
Ifcnelit of the locality. 

A. — Yes. 


Q. — Then there is the fui’ther question, seeing that the ])eopIe who are 
in receipt of a,griciiltnrai incomes belong to the higher classes, wlietber 
they would slioulder ii)c monetai\v sacrifice if the benefit would be con- 
ferred on some other class, people who cannot afford to pay for the 
expenses of elementary education? 

A. — That is a question which cannot 1)6 answered in a simple manner, 
'.riiere are jjeople who have agricultural incomes and the vast jnajority 
have no agricultural incomes, and these latter peo])le Imve got children 
who have got to he educated as a national concern. , The former who 
are employing these culti%^ators for the purpose of agriculture would not 
perhaps object to the amount being used for elementary education. 


Q. — Pei'haps they might see that it was in their own interest. 

A. — As I told you, in this province land has been felt to be over- 
burdened, and possibly there will be a gi-eat volume of opposition to 
any burden upon agricultui-al income; but if you want to collect any 
rate for the purpose of local services, which pai'take of a semi-nation ai 
character, you may perhaps think of rating agricultural incomes. 


Q. — Should a surcharge tipon excise revenue he spent for tlie benefit 
of the locality, and would people pay this willingly, in view of the 
fact that the l)encfits go to themselves? 

A. — This is a matter w’hicli was discussed when the Local Hoards A(d 
■was under preparation. The question wuxs eonsidei-ed as to wdietbei* moiicy 
that might be siircliarged upon excise revenne might be used for a parti- 
cular locality or not. As you will find in the schedule to tlie Local Boards 
Act, it w'as purixoseJy left vague, and it was understood that any snreluirgo 
on excise revenue should go to augment the resources of local bodies, without 
earmarking it fur any particular locality or xny particular service. 


Dr. Fani'njpyc. Q. — Regarding your contention that education is a 
national service, do you "want that the 'whole cost of elementary educa- 
tion should he borne by tlio general tax-])ayer and not by the local 
body? 


A. — I ■was going to sxiy that secondary education also comes within 
.these .Acts. 


Q. — But if local bodies cannot manage elementary educahiou, much 
less can they manage secondary ediicxition. 

A. — Local bodies seem to ])e iii a position, to maiifxge secondary schools 
much better than elementary schools. Secondary scliools are fairly popular, 
and, hawing regard to their niimhcr, they are fairly well ])atronii3ed. 


Q. — ^^Would YOU advocate Government not only hearing the whole 
charge of elementary education, ])ut also taking it into its own hands 
and managing the schools? 

A. — Having regard to the history of elementary education in this 
province, particularly after the Reforms, 1 think Government are taking 
it into its own hands. We do not know' what is eventually going to be 
done, hut so far, the drift seems to be in the direction of having as much 
control over education a^s possible. 
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Q. — According to your scheme^ Cioverninoni would liavc to pay tlie 
pi])er. 

A,- — I should absolutely have no objection to Goveriuuent treating it 
as the State^s function and managing the institutions themselves. 

Q. — You suggested a surcharge on excise. At present licjuor shops are 
sold hy auction, and consequently a higli pj’ice is ]>eing paid foi* them. 
If you have a surcharge on these liquor shops, don’t you think that tlie 
prices will be niucb less, because the bidders will take into account the 
fact tJiat they would have to pay a surcharge. You 'would, therefore, 
1)0 practically taking part of the excise reTeniic. 

A. — ft is part of the excise reveiiuc that is mentioned in the Act. 

Q . — But you won’t get any new money by means of the surcharge. 

A. — 1 am willing to admit that, 

Q. — It comes to Govermnent paying you a part of the excise revenue 
that is obtained wdthin the limits of that local area. 

A. — 1 think that is the very wording of the Local Boards Act provi- 
sion. The matter of giving a proportion of the excise revenue, as contrasted 
wdtl) the surcharge on excise revenue, %vas considered by the Financial 
delations Committee in this province, and after discussing the pro,*? and 
ro/is of the whole qiiestiou, they came to the eonelusion that a surcharge 
was much better than earmarking a fractional share of the excise revenue. 

Q. — You have yourself admitted that the surcharge is only a portion 
ol' the existing excise revenue. 

A. — That might be. 

*Sb’r 'Perc}j Thompson. policy of tlie iVhulras Govern- 

ment in the matter of excise is maximum revenue and minimum consump- 
tion? 

A.-—Yes. : ■ ■ 

Q. — You have already got inaxinuira revenue, because you have pushed 
your rates up as high as possible, and if you push them any more, the 
jdeld wdll be less. How can you put a surcharge on that? 

A. — I do not admit it is maximum revenue. 

Q. — isn’t that the policy of Government? 

A, — Idle policy of the Government must be modified in accordance with 
the demand of local bodies. 

Q. — Won’t you admit that the rates at present imposed are the maxi- 
mum that could be imposed? 

A. — I don’t. If you go on raising them, you would get more revenue. 
The Government are carrying out their policy slowly and gradually. 

]}}\ Paranjpye. Q.- — Are you in favour of prohibition? 

A. — If it is possible. 

Q. — At any rate, you are in favour of temperance reform and you 
Would limit the consumption of alcohol? 

A.^ — Aly own idea is that you cannot make a nation sober by legis- 
lation. 

Q. — The public feeling is in favour of temperance reform: if it is 
not to be attained immediately, at any rate, that is the goal to bo 

reached, 

A. — I don’t know what the public feeling may ineaii: tlmre are a 
large number of people wdio do not understand anything about it. 

Q.— Don’t you think that giving the local bodies a portion of tlio 

excise revenue and so making their finances dependent upon excise revenue 
will come in the way of carrying out this iiolicy and reaching this 
gosd ? 

A. — No; so long as you collect excise revenue and as long as you go 

on getting increasing amounts, let local bodies get the benefit of it : 

if you get less, let them get less. The local bodies will not be in the 

way of total pix>hibitioix or rationing. 



Q. — ^W'lion they fco] iliat the policy of total prohihitioii 
temperance policy is likely to reduce their incoinej areii^t 
he against tliat policy? 


Q.™-I will give you an illustration : take the case of tolls. Theo- 
retically, everybody agrees that tolls are a nuisance. 

A.— "I don’t agree. 

Q. — Don’t you consider tolls are a nuisariee? They may he inevitable. 

A. — You must take tempei-ament into consideration : personally I 
don’t consider them a. nuisance. 

Q. — Are there a large inimber of people in INFadras who 
are of this temperament? 

A.~~l have been connected with local and municipal institutions for 
the last liFteen years and I luive administered toll revenue all that time. 
I liuve been connected nitb innumerable toll gates, but f had vei*y few 
coni])laiiits i'roin cartinen that they were unable to get on without annoy- 
ance. The cry tliat has been recently i)ut forward is from motorists who 
are aiixious to rush through space. 

Q. — You said tliat elementary education was a national concern: is 
higher university education also a national concern ? 

A. — i am speaking here, as .! said, as a person who has been dealing 
with local Imards and nuinici})afitie.s : so far as they are concerned, I 
do not believe they have much to do with university education, and F 
do not think that tlieir usefulness oueht to be strained hv anv res- 


Q. — 'I’he position is that a large amount of money is raised in land 
revenue, local rates, cesses and income-tax from rural areas, but tliose 
wlio contribute more in bulk do not get the benefits, but the benefits of 
this revenue go entirely to a diffei'ent class of people. 

A. — I agr€‘e that such a thing does happen, hut it is inevitable: 
every person paying revenue, may not have a son to he educated. It is 
imwitable that every person who pays a tax should not expect a direct 
benefit: he gets an indirect benefit, viz., advancement of the nation and 
the improvement of his surroundings. 

Q . — The fact is that elementary education has been neglected. 

A. — Yes, it has been. , 

Q. — It is tliose veiy people wlio reside in these liamlets and villages 
that work hard, niaintain themselves and contribute to the existence of the 
State. With, their labour they piuvide money which is spent in the cities 
upon dilferent classes. 

A. — I. do not Cjiiite follow. The labouring classes do not often pay any 
tax. They lead a ii.and-to-moutii existence. The majority of them are 
lessees or cultivators or servants of landowners; so far as they are concerned, 
they pay very little as rates except under the Village Panchayats Act. 

Q.-— All that has to be done is to alter the proportion in wdiich this 
money is divided Fictween elementary and secondary education in the rural 
areas and higlier education in cities, 

A, — That is one means I suggest. You must also have a stj-ict classi- 
fication of what are national and semi-national services, and liow the subsidies 
from Government should be allocated. 

T//e Maharajadhinija Bahadur of Burdwan. Q. — While there w'ould be 
very great and general opjiosition to levying an income-tax on agricultural 
incojnes, you thiiik the o])])ositiou uamld be minimized if you tax agricul- 
tural incomes for local rates? 

A.— Yes. 

Q. — The idea which you personally favour is ihat yon would ratiier see 
agricubmral inctanes used for local rates than levy an in(*ome-tax on agri- 
(rultural incomes? 

A, — That is my personal view. 

Dr. Under. Q.— Suppose you (‘aunot raise nirmey for the development 
of your local areas, 'ivhy should you not levy poll tax at Ee. 1 per head? 
This money would he spent upon elementary, education in the very areas 


wliore it is raisetl. This suggestion lias not got the evil odour of a tax for 
the reason tliat in America they levy poll tax for two purposes, i.e., for 
construction of roads and elementary education. What do you think of 
this suggestion? 

xl. — f object to it : here it is not advisable to have a iioll tax. The 
vast majority of the people are poor, and most of tliein are labourers. 
People^ already pay municipal taxes, local cess, education cess: if I go 
to a village T must pay for the village something as my contribution under 
the Village Pancliayat Act. For irrigation I must possibly carry a load 
of mud in my basket or find compulsory labour: that is the way in which 
tlie oi'dinary man will \dew the question. I have not considered the matter 
carefully, but I do not think that there will he a considerable amount, 
of Opposition to anything like a poll tax. ^‘We liave taxes enough” i.s (he 
prevailing feeling. 

The r resident, Q. — I understand that you ap^i'oe with tlie various wit- 
nesses who have told us that taxes locally asses.sed, locally collected and 
locally spent are inu(*h more readily jiaid than taxes collected by the Pro- 
vincial Government. We have been told that there would be no objection if 
land tax were spent in the locality,^ Under the new administration of the 

village panchayats, villages are taxing themselves to the extent of 20 tier 

cent of the land revenue. Would you have the mo.st determim^d opposition 
to such a tax? 

A. — So far as village panchayats are concerned, they are organized in 
selected villages after the consent of the inhabitants is obtained to do 

certain things which are for the benefit of the village in common. They are 

8tric‘tly speaking not taxing themselves. The headman is in charge of the 
village fund, in some i^laces there are wliat are called duck taxes, grass 
taxes or something collected for the village farnasha, Hiat is the nucleus 
of the tillage fund. It may form a substantial proportion of the fees they 
pay. 

Q. — ^^Ve have been told that they levy octroi. 

A. — T do not think they do. A cartrnan may be willing to pay one 
rupee for the wliole year, or a village dramatic troupe may be willing to 
])ay an annual {tontribution to come into the village ]>oriodically : it is 
worlicd out as a sort of family arrangement. 

(). — ^^Vould money be available for elementary education? 

A. — I am afraid, not. The Begistrar-Geiieral of village panchayats 
himself admitted at a recent conference that very little money was available 
for this purpose, and if possible, local boards must pay a contribution to 
village panchayats. 

Q. — The idea that the taxes locally assessed and collected are much 
more readily paid does not apjily to local board taxes. 

A . — The local board cesses are collected with land revenue. It has 
hecoiiie a maniul from 1866. 

<). — Other taxes, e.g., the union house tax, prof(?s.si()u tax, etc., are col- 
lected by local authorities. 

A. — There is a difliculty iu collecting tiiem ; many Union.s are unable to 
got in their taxes. I propose that they should he collected by the revenue 
staff: I have also suggested that profession and companies taxes are illusory. 
Three local boards have already applied to me to have the profe.ssion tax 
notification cancelled with the permission of Government, beeaii.se they think 
that the expense of collecting the profession tax i.s much more than the 
resultant benefit. 

Q ,:. — 1 iiiiderstood you to say that tliere would lie far less objection to 
a local rate on agrieultui-al incomes than there would be bo an income- 
tax on agricultural incomes. 

A. — Ye.s, that is what I said. 

Q. — Why is it so? 

A.— Because people think the local rate goes to the local benefit. 

Q.^ — Wouldn’t that apply to other taxation? 

A. — But your question was whether it would be more readily assessed 
and more readily paid. I am answering with regard to tiie readiness. 

Q. — May I substitute Svillingly^ for b-eadily’? 

A. — think more willingly than as a general tax. 
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Q.~T]H‘.r«.‘ wili bo le.ss ohjeciioii to a local board tas' than 

a lo’oviiu'ial tav. and yo1 you ,say that, if more uioiioy i.s rcvjuii'ed, it shoulfi 
\m Joviod i>y {Ik> Provincial (iovernineui and paid over to Iho local 

^boal*d.s.' . . . 

A. — My proiuibtss assume that local resources ciuiuot be augmented in 
this way. Local taxation lias reached the ultimate limit. 

Q. — If you want to get more money for elementary education, for ins- 
tance, yon are going lo get it from the same people wlietlier you take it 
as a provincial lax or a local hoard tax. Why then do you recommend that 
it slnmld be ])aid as jirovin.cial tax? 

A. — I want a ]>rfrtio}L of the provincial tax. to be given to nu‘. Llieia- 
may bo ways of doing it w itliout increasing the tax. 

Q. — Yon say ii would h(.^ much more willingly paid if it were a local 
iax; ihon why make it an uiij) 0 ])tdar tax and pay part of it to the local 

body? 

A. — In rega.rd to a specific tiuostion, I said that people W'otild like to 
have a I'ate upon agidcidtiu’al income for local services trmch sooner than 
have an incouio-lax on agidcu! lural incomes. 

Q. Volt wjuiid nol apply that more generally? 

■ ''A.— No. ' 

Sir Pvrvf} TliffSH {fson . Q . — You think that the people in the locality would 
more wiiliitgly pay a iax---uever mind who eolleebs or assesses it — if the 
proceeds were to go to tlie heiiefit of the locality and not of tiie whole 
province? 

■■ , A.— Yes. 

Q. — As to the comparative advantage of its being assessed and col- 
leeted hy the local authority or hy the provincial authority and paid for to 
the local authority, that is a mere matter of convenience of adininistrat-ioii. 
Is fcliat it? 

, — j^ot exactly.. 

The Freaklcnf'. Q.—Perhaps it is a matter of the size of the area, jf 
it is eollecced in a village and spent in the village, you would agree that 
it is less likely py he unpopular. The popularity decreases as tlu‘ area 
mcrea-sos. 

the area increases, it svould he very difficult to assess or coilecfc 

the tax. 

Sir Ferrij Q. — Supposing you did levy an incoane-tax on 

agricultural incomo would it bring in very much? 

A.—i think therci are tpiiie a large number of people who get an income 
of more limn \l>. l\nP'! from ugricadtural laud. 

Thr, Fr(}ii(lnii, tp -I lliiuk thej'i* are about 2.000 })t‘<ij)]e in Madras 
paying a laud rexenue of Hb. 500. 

A. -- A bind revenue (d Hs. 501^ is not iiecrs.saiy lor ait income oi Ks. 2,000. 
A person v/lio pays IN. 5(^0 as revenm? is likely to get more than two or 
liiree times Hs. 2,000. 

Dr. F<ir(niiin/('. (I — Do you say that a man who pays a land revenue of 
Ps. 500 makes an income from laud of i?s. 6,000? 

A. — His gross inctuue may be that, and even more: his net income 
would be something like lls. 4,000. 


Tin Fn'Menf. T1h‘ Advocate-General has suggested that ryotwari 
lands may be valued at fdty limes tlic revetuie payable on the lands. 

A. — Idiat is a matter which attraeiod the attention of the Civil Justiee 
Commiltee during the last year wiili regard to the vahiatiuu of suits. There 
.are suits of the value of Rs. .‘lOOO which go to a juimsif. But suits of the 
value of IIs. relate to land paying only a revenue of lis. .400. Land 

which pays Rs. 300 as revenue is worth Rs. 30,000. I may tell you that 
a piece of land which paid a revenue of Rs. 12C was bought lor Rs. 17,400. 

Q. — You have a list of the number of patfas: does not that take into 
account all the joint pnifas or the number of single held by one 

individual ? 

A. — This does not indicate the actual number of people tvith an income 
of more than Rs. 2,000. There may 1>e people who have %m,Uas for very small 
amounts, but tvhose income from land might bo large. It is not possible 
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Lo (toiiceive of any pruportiuii i)et\\'eeii revenue derived from tiie paifa.^ and 
tile actual value of the land or tlie iueouie from it without careful 
gation regarding the quality of tlie «oli aufl ii,s irrigation source;?. 

Q. — We have rather hetm iutlucuced by the stalenieni from auoLker 
province as to the mimher of paftas of small size. Your view would he tha^ 
the nuiulter of people paying lis. 500 laud revenue would he no indication 
of the number of incomes of Its. 2,000 F 

A . — Absolutely no indication. There may he a number of x)eop]e who pay 
a revenue of 11s. 100 or lls. 150 whose income may be more than Its. 2,000. 

tSlr Tercj) Thohtpsi>n. Q. — Who are acliial cultivatorKS F 

A. — Drdinariiy when the tnan mtikes a calculation of his expenses aiul 
income, both will balance. That is with reference to tlie petty jjaffadar. 
With regard to the pattaclar of Ks. 200 to 11s. 500, they merely lei their 
land to other people who are actual cultivators. 

The FresidenL Q . — Jf you ))egin to find pattadars paying Hs. 100, 
that would include men with an income of II, s. 2,000? 

A.— Yes. 

Q. — Ju paragraph 9 of your note you say, ‘^The assessment and eoi- 
Ityiion of the ‘pi'ofession’ and h'ompanies’ taxes are attended with con- 
siderable difficulty”. But is it not a fact all over India iliat the agricul- 
turist pays a good deal moi'o towards the local services than tiie noji-agri- 
eulturistp 

A.—Yes'; it is true, ■ ■ . 

Q. — 111 particular, objection has been taken to the fact that whereas 
there has been no exemption in the case of an agriculturist, however .small 
his income may l)e, the professional man with an income of Bs. 2,000 and 
downwards (contributes very little indeed towards the local or general ex- 
penditure. 

A.— Yes. 

Q. — Have you any method of making the luouey-leiider, the small 
shopkeeper and persons of that kind contribute towards the local services? 

A. — I have tried my best and I do not find a way out of the difficulty, 
^fiiere are people wlio are exej*cising some sort of profession in rural areas, 
who perhaps have incomes which could be assessed under the Local Boards 
Act; but 1 have been leceiving reports repeatedly that it is impossible to 
assess or collect anything from them, because, ' in the first place, they 
do not maintain any accounts. So on what Imsis are you going to get 
at the village money-lender, for exanpile? 

Q. — It has been suggested to us that a license tax might be imposed — 
simply charge so nmcli on the j)rofession without regard io the income. 

A. — I forget now whether for the exercise of a- profession a license has 
to he taken ; but there may lie some such license ]>res(*ri])ed. 

Q."Lt was suggest'd by Mr. Gopalaswami Ayyangar tlial there is 
a considerable fund to be made onfc of the license^. ' 

A.— I think it i.s a j>ossible way of getting at tlie people who now evade 
tlie profession tax. 

Q. — Tiie parent of the Income-tax Act was th(‘ License Act wiiich touched 
even incomes of Bs. 250. 

:■ 'A.— Yes. 

Q. — And some of the European countries have iio limit of exemption to 
the income-tax. 

A. — Tf you are to do anything with^ regard to the [U'ofession tax, it 
must be done by a census taken with reference to the persons engaged in 
the professions, and a large jiumber of jirofessions have to be licensed. Ami 
that must be done by the land revenue staff; it is beyond the means of 
the local bodies. 

Q. — I am assuming that you use the agency of land revenue staff. 

A. — Then there is something to be got. 

Q.-- As regards motor vehicles and tolls, do you think that the diffi(mlty 
would be met if they impose a provincial tax similar to the tax in England 
with reference to horse power and the proceeds were banded over to the 



load l>oar<l lor dihtriinition aiuoiig the IuchI hodiob.’^ Tbiis would tree all 
motor vehicles except taxis i>Iyiug I'or Jure from tolls throughout Uie 
Presidency. 

A . — I ill ink it is jios.sihlo under the existing statute to eonipoitnd the 
licenses for all motors in each district. Why should not that he done with 
regard to all such vehicles in each locality P 

Q.-- if yon have lliis lu'ovincial tax on motor cars graded with reference 
to the horse ])o\ver. you could tlieii exein])t all motor cars from tolls. 

A. --.May I ])o!ut out timt very little iu convenience is felt by motor oar 
owucrs wlieii they pass the toll gates, i luivt* jiassed tlirougli many gates; 

1 get down and pay ihe money and go on. 

hh -Aly e\^>erieue(^ is tlifferent. t huve to get down rrom the ear 
and it will iake at least live minutes lor the nuiu to come out of the. 
})OX. On more tlia.ii one oet-asion f liad to go away witlioiit ])nying tlie 
a, mount and then send it with a letter to the President of tlud District 
Board. 

A. — We may have more rigoj*ous rules with reference to that matter. 
If iherc is au>' fault on the part of the gate-keeper, Ave may Hm^ him 
heavily. Bui 1 do not tliink there will be any insuperable difficulty. 

Q.—Aly owm experience is tliat invariably the man wdil have ihe bar 
put against you as soon as he sees the car at a distance, 

A. — Yes; the other day Afr. MacEwan also had some trouble. The gate 
was closed at night, and there w'as no light, and lie had an. accident. Thei-e 
are such instances; but at the same time I do not think the evil is so 
great as it is made out to be. 

fSir Percy Thompson. Q. — Tlie tendency is to abolish tolls everywdiere. 

A. — Perliaps w'e have toils only iu this province and jn-obably in Bo.ml>ay 
also. I was going to say that having regai*d to the revenue of the local 
bodies, the toll income is a substantial portion of their revenue. It is 
about 26 laklis in this Presidency. 

Ih\ ‘Iljiih'r. Q . — In ihe c-ase of the l>hara])uram A1uni<*ipalily,^ him tolls 
contribute oO per cent of the total rev<'nue, ami those of other muni<'i]^J^l*ti<i''* 
conts'ibuk* 7, 10, 14 per cent. 

A.-yl am talking of local bodies generally. Nearly 00 lakhs of rupees 
is the income from the tolls all over the Presidency. That works up to 
an average of one lakh for each district. Jt is not negligible. Having 
rcgaj’d to the past liistory cjf tolls in tliis province, -we have to continue 
Ihe tolls however tj-oublesoiue they Juay be. They yield a su))sta]itia] inconio 
and it is very dil]!<‘uli lo iuterfcj’c wit!) ihem. AVIiat v‘Ne are you going to 
do in lhi.s j>roviiiceP 

The Preside lit, Q. — One of alternatives suggested is that you should 
levy from the agriculturist a small addition to liis cess wliicli. would exein]>t 
him from the tolls, and from the other owiiei's of vehicles, ii vehicle tax. 

A. — 1 objec't io lhai. Thai is not tlie corj'ect tiling to do. So far as 
ihe agricultnrist is concerned, vehicles which carry luannrt^ or seed wibhiit 
a radius of two miles from the village may ho exempted, a.iul are (‘xempl» 
in some districts from payment' of the toll. I do not liclievo it i-eally W'orks 
a hardsliij) on J>on<i fide agriculturists. 

Nh' Percy Tiunupso}!. (h~AVould you object if yon have a inmipiikory 
tax on motor vehicles which w'ould be exempt from tolls, and a c*oin}K>und« 
ing tax on other kinds of vehicles: they svill be free from tolls if they like 
to pay it? 

A.— “In theury, it is all right. But in practice, it will work considerable 
hardship and iucouvenieuce. it will not be possible to predict whether a 
cart goes once or hft<‘en times iltrougb the galea 

<4; — The man know's ordinarily what he is going to do with his cM't. 
He will say “T am going to take out the license’ b 

A.—The real objection to that is that the man wim passes the toll gate 
often will be the first to say that lie ivoukl pass the toll gate rarely, 

Q. — Mlien he pays the license he gets a mark on his cart. 

A.— Plow are you going La ilifterontiate between a man who does not 
use I ho gale and a uuiin who uses it iiiany l.hnesP As fa-r as I. imdersianc] 
it, it H for the iite of the road that he pays. 
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The P reside Ilf, Q. — In fact, .most ot tlie .Oistrid; .Bojirtls liave a, coin- 
pouiuliiig rate. 

A. —Yes. Tliey have a statement taken as to whether it is a geiniine 
case, and whether" the average number of times that the man goes would 
be within the luinimuni, and whether he is doing so for certain specillc 
purposes. 

;Sb’r Percy Thompson. Q. — Why is it necessary to ask that Cjuestion at 
ah? Why don’t you allow' a man to compound if ho wants to do so? 

The Freshlentr — 1 do not think it is the usual procedure. 

A. — ^\"ery few do it. Tire compounding ice. if colled eel, W'onld luiJtily 
form a tw'o-h undredth of the total income. 


f, B. VEKKATABAMA SAS*I?EI, Adiroeate-General, Madms, 
was xie^t examined along with Sir !!?. Besikacharij Kt, 


111 the event of neiv sources of taxat.iou being required to replace old 
sources that may be condemned, the imposition of a tax on property chang- 
ing hands at death may well he considered. 

Biity levied under the existing law' on the grant of probate and letters 
of administration is of the same nature as the tax proposed, but its incidence 
is uncertain and unequal and it does not fall effectively on all cases of suc- 
cession and inheritance. Exce^it in the presidency towns of Madras luid 
Bombay and the province of Bengal, proliate and letters of administration 
are not cominilsory in any sense, and the executors and heirs of deceased 
persons can deal wdth their estates as effectively without, as with, probate 
or letters of administration. Debts due to the deceased cannot indeed be 
recovered l^y suit ivithout a succession certiftcate, the production of which is 
necessary for obtaining a decree or an order by -way of execution. But 
succession certificates may be obtained in respect of, and limited to, those 
debts that cannot be recovered e^vcept by action and do not involve the 
payment of the tax on the ivhole estate. The result is that in jitaces other 
than those specified above there are comparatively few cases where suc- 
cession duty is collected. The tax is iiractically confined to succession certi- 
ficates which cover only part of the outstandings due to the estates of 
deceased persons. 

In the to\sms of Madras and Bombay and the province of Bengal, 
probate n.ucl letters of administration are coinpulsoiw under the Hindu 
Wilis Act. They are not compulsory in the sense that the executors and 
lieirs are obliged to obtain probate and letters of administration and jiay the 
duty in every case. Intending purchasers of the property of the dei-eased 
ami the debtors of his estate may ask for the production oi' probate or 
letters of administration for their own security. ft may, however, be 
that the executor or lieir tloes not need to disxmso of any" jiroperiy or to 
recovei* any tlohts by proceedings in courts, or intending |uirchasej’s 'of pro- 
perty do not insist on the iiroduction of probate. Tlie' result is that oven 
in these places where probate or JeUei'S of administration are necessary 
for effectively dealing wit]), the estates of the deceased, it is not in every 
case that the one or the other is obtained and the tax duly paid. It is 
necessary, therefore, to make the duty levialile on all cases of 'inheritance or 
succession whethei’ or^ not proceedings are taken for obtaining probate or 
letters of administration or succession certificate. 

Wo start then with this that succession duty is to be imposed and 
collected in all cases where property changes hands at death. One is coii- 
f routed witli no difficulty where the property exclusively belongs to tlio 
deceased person. But what is to be done where the propertv belongs to a 
joint undivided Hindu family governed by the Mitakshara Law? According to 
the true theory of joint Hindu family every male memlmr born into the 
joint family acquires a right by birth in the undivided estate belonging to 
the family. No person has a specific share until a jiactifion is actually 
made. Hut at any. given momenf- there is a derinifce share Lo wlxieli each 
member is enlitied m the sense fcbab if a partition were ilieti made, he 



Would be entitled to liavo tliat share allotted to him. If the inemher 
Without obtaining a partitioiij his potential share lapses to the family by 
iMiat LS caiied survivorship. There is in strict legal theory no property 
passing on ins death to any other member. Though this is good Hindu 

Jjav , it cannot lie used and ought not to be allowed to be used to resist 

the levy ot the tax and indeed the High Court of Madras included the 
\'aiue oi tne share to which the deceased person was entitled in ioint family 

property lor tne purpose of calculating the probate duty that liad to be 

paid on ins estute. '1 o exempt a joint Hindu family from taxation on 

the groijnd lhat no jiroperty passes on the death of a raemher to his lieirs 

not goyerned by the Mitaksliara school 

makes the incidence of taxation, unequal. I i)u|; aside, 

that a joi,nt undivided Hindu family is not to he taxed 

7 -' til ere is no succession in a, joint Hindu 

the tooting that for the purposes of this tax each 
an lily is entit led to a specific share of ascertainable 
lienefiis by his deatli without effecting a 


is unjust to lliose Indians that 
of Hindu Law and 
theri.'fore, tfu^ idea 
tMi tile ground ill at theoreiicail; 

.family. I jnxxfoed. on 
member of a joint Hindu f 
value liy wbidi tlie joint i'am'ily ] 
partition. 

Tlie next cjuesrion is, wlion and how the joint familv is to ho taxed, 
fhere are tiiree ah;ernat]ve,s suggested in the questionnaire. The third 
altcj-natiyo ot a, coi'poratioii duty I put arside lieeause it is unfamiliar to me. 
.1 am not satisfied with, tlie fii'st or the second alternative, but T suggest, 
what, mignt he said to be a comjiiuatiou of ]»otli.. I do not like the first. 
f)W'auso It nivolyes a harassing levy of tax on the share of each cliild that, 
might he iMurn into the ianiily and die witliin til hours of hirtli. Tu laro'e 
typnaat .loint iamihes tins iniglit happen lU’cdty frequently and it wouTd 
he extremely ineonvenumt if the death of each person horn into a joint 
uumiy involved the jiayment of tlie tax. Eitlier this mode of fixino-' tlie 
tax must be aoaiKloned as inisu.itaf.de, or it must he laid down that the 
deatii of no member of tlie joint family who is not an adult or who is not 
above a certain age at death should involve the payment of the tax excei)t 
viien lie iiaxipens to l)e the sole owner of the property. 

llie second alternative is tlie levy of the tax on the death of tlie rnaiiaging 
niemher oi: Hie fanul.v. Tlie net result of the course may not he inequitable 
but 1. can couceive individual cases where the method" may bear hard on 
lie taniily. 1 sliotiid personally prefer to levy the tax on the toinnost 
niember ot each lirancii and on the value of the share of liis branch d'hat 
IS to say, the .lonrt family in the Mitakshara p.rovinee.s should be ’treat kl 
lor tlie piirposes of this tax exactly as if it were a J^ayabhaga lamily, 
10 nuike the matter clear, let me take by way of illustration a joint famiiy 
consisting of a, father and tour sons with, grandsons by each son. On the 
ikatii o.f the iattier and nianager of the family suciHission duty will be 
payable oil die full value of the fandly property exactly as if he' were 

property by inlicritauce from hira: 
A f I, f dP +] y .manageineut of tlie joint family e.state, 

3u ills deatli tae iaiiuiy ivij on tins alternative again pav a fill! tax on 
the iaimly property and the same thing will happen bv the other three 
.jons snccesstvely becomn.g n.anagers of the familji hid d^dng .subsequentlvf 
i Uu f-mdif yet. the eldest, brother is the manager 

nn ^ 7^ "'ay die and the family will pav 

eveiUs ?'‘i “ natural or normai ooiirse (if 

events a,nd i tiic lathe]* and the lour sons succeeded to the iiiaimgemeut 

I' vmerfv five 1 -'y that tinio have paid the tax on thelamilv 
live timts ±0 avoid this result luy suggestion is that eacli of 

IhAiirfi entitled to foiu-rourths and on the 

dcciLi oi. each mie of them tax should be paid on only one-fourth 

()l the estate, so that on the death of the, so five persons the family would have 

amount of the tax payable on Liu: 
. ill value of the estate Dunns the lifetime of aiiv of Aieso foui sonf 
l ie death ot no descendant would involve the pa.ymeiit of anv ta.x. 'fids 
iilustiation would inakc niy suggestion^ sufficiently intelligible if 1 ov- 
pio,s,sed it liliiis : Succession duty will be payable on the din Hi of 
a member oi a joint Hindu family who has no ascendant alive o , 

Ss Entitled athkllath.*’^"' branch 



bcale to be uieiitio?jed pre.sentl^’^ and in other ea.ses the .scale is to l)e doubled. 
The .scale that T suggest for the heirs who are relations in the first degree 
is tlii.s : No tax is to be levied on estates valued in the manner to be here- 
after mentioned at Rs. 5^000 or less. For estates up to Es. 10,000 tax is 
to be levied on the excess over the exempted Rs. 5,000 at 2 per cent ; on cstato.s 
over Hs. 10,000, and up to Rs, 50,000, tax should be paid at the amoiiut of 
tax due on Rs. 10,000 3 per cent on the exee.ss; on estates between 

Rs. 50,000 and Rs. 1,1^,000 tax should be paid on the excess over R.s, 50,000 
at 4 per cent, and cliis in addition to the amount of tax on Rs. 50,000; for 
estates of the vahie oi' over R.s. 1,00,000 and np to Rs. 5,00,000, 5 per cent 
on the excess .sball be added to the tax on the lis. 1,00,000. Between 
R,s. 5,00-000 and Rs. 10,00,000, 7 per cent. Above Rs. 10,00-000, 10 per cent. 
'I’o de.scribc it shortly, the duty is to be calculated soiiunvliat in the inanuer 
ot court-fees except that the i^ercentage payal)fe i)y wiiy of courl-fc^e.-s 
decreases as blio (jlaim in suit increases in vahie, while the‘ .succe.ssioii duly 
increases in jiercentago as the e.state increases in value. 
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Relations in the fii'.st degree, in which category I place all those who are 
descendants or ascendants of the deceased or his collateral relations being 
descendants of an ancestor not remoter than the grandfather, maternal or 
paternal, will pay on the above scale. Other relations will pay double the 
rate. 

Even of the relations in the lirst degree, the sons, grandsons or great- 
grandsons or tlie daughters or their sous may be taxed oh their shares instead 
of the tax })oing fixed on the w'hoie e.state and each heai-ing a proportionate 
part of it. 

Should tliere be a .specified method of valuing properties for the [Kir- 
j)()se ot .succession duty, or .should it be left for decision in each case? 1die 
value of properties varies so much in dilferent localities that one may 
well take the view that it should be decided in eacli case having re^^-arcl 
to local conditions. On the other hand, the nature and individual temi^n-a- 
mont ol officers might produce considerable inecjualities in tlie e.stimate of 
value. It will avoid all personal equation and coirsequent harcLsliij) to have 
a dehiiito .statutorily lixed method of valuing properties for the levy of 
ibis duty. TJiere can he no method pre.scrihed for the valuation of moVmbIc 
property. Jt must be left for valuation in each case, inequalitie.s being: 
mevitable. As to immovable properties T should sugge.st that ryAiwaiu 
lands may be valued at 50 times the revenue payable on the lands* perma- 
nently-settled e.states .might be valued at 75 tiines the penmuumt a.sscs.s- 
ment or ptHhkafik; and mam laiuls might be valued at 50 times the as,sess- 
ment they would pay if they vere ryotwari lainls. The a.sse«smci‘t whh'u 
the inaiu lands vamld bear if they were ryotwari lands is even now cal- 
culated for some pur])oses. Huii.se ])roperty juay valued at 12 lo 15 
times the annual value of the huid.s, [ am .strongly in favour of fixing tho 
mode of valuing property in .some .such rough and ready manner. 

Kow I shall ju'oceed to give answers to Q,s. 137 to 116, 

Q. 137. — Tile question stands answered in the opening paragi*aph. I 

am in favour of the levy of <luty on ,succes.sion and inheritance. 

Q, I38,;-~“Ali throe principles arc v’ortli accepting and liave boon re- 
membered in the scheme I. propo.se, 

Q. 139.-”lf ‘uiiclianging rates’ meant that the rate.s were not t<» be 
graduated, I do not accept its validity. But I take it tlmt it only nicaim 
that the equal operation of the tax depends upon it.s continuing inialterecl 
for considerable periods of time and that it therefore ouglit uoi to ho a 
teinpox*ary tax oi* a tax at rates varying from year to year. 

I n agree to this principle as 1 understand it, and a scheme worked 
by the Central Government and calculated to lew the tax equally in all 
cases without allowing any case of succession or inliciabancc to Warn e from 
iis etiuai incidence recognises its validity. 
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(3) I suggest tile coliactiou of the tax by the Central Government. 
But 1 recognise tiie likelihood of richer provinces objecting to this coirae 
a,s disadvantageous to thein. 

Q. 140. — 1 have not adopted any of, the schedule of rates set out in 
unnexure P and stated to be in force in. different countries. I have sug- 
gested a schedule of my owu. 

Q. 141. — .T havo rejected the third altermitive proposed, nor liave 1 
siccepted either the first or tne second. I have suggested what is a co-mbma- 
iion of the first and ilie second. 

Q. 142. — I see no difficulty in. collection. I suggest its collection along 
with the in estates a.nd by tiie income-tax authorities in other 

cases oi' l)y the int'ome-lax authorities in all cases. 

Md. - ‘rile difficuliy pointed out ]nay in some <legi‘ee true in all 
<*(ninia‘ies. But ii. i,^ inort^ I me oi‘ hidia. as often a la i'ge mnnliej- of thrift. 
ii‘ss people (h^pend on uiie roni|)Otent earjiing nienihei*. T have taken siUlicieut 
aiH^muit of tin's consideration in fixing the rate at wliich tlu^ tax should 
he levied in lliis <*ount.ry, 

Q. 144.-' "Enforcing payinent by merely invalidating tratisfers is now 
in force in some [daces. Even there it is inelfectiA^e hif itself, ft is in any 
(;a.se impracticable to apply it to movable jiroperty other tluiu stocks and 
shares. ' 

Q. 145.— -The agency for tiie collection of itjcome-tax .may generally l)e 
utilised for this jjurpose. 

Q, 146. — .1 have suggesietl tiiat exemption should apfdy to livoperties 
oi tht't value of Jis. 5.000 and heioAv. 


Mr. VeHkatarama Sastri and Sir T. Besikacliari g'aTe oral 
. , evidence as follows:— 

Bi'. 'Famnjinje. Q, — You are in favour of death duties if it is 
gestecl that moix* sources of revejiue should be found outr You consider 
inheritance and Miccessi<ju tiulies arc legitimate semrees of taxation.^ 

Sir T. Desihuehuri. A. --My conclusion is: “Considering tlie su 
Iroin every point ol view, it jippears to me to he not expedient to le 
lax on. inheritance ami snecossion except in a. (jualilicd avuv on legacies 
iosiamentary succession’', 

4/r. Ten hdfa ra iiin Sa.sh'i. A.-'~J thinf 
unequal at jiresent 
say thaf even 

obliged to lak<* out prol>at( 
they are not obliged to do t 
of cases of succession, sunit 
devised that every 


- k ii is legitimate. Tlie incidence is 
as between eominnniti.es : I may go a lilbie further and 
with I'egard to the same connnnnity, in some eases they are 
or Jetlej's of adnunisi ration and in other eases 
so. file result is that tiiougli there are a nionber 
e pay ami some do not. 1 Avisli tlie law to be so 
one ot these <‘ases Avili haA'c to pay alike. 

Q.— At pj-esmu. praetieally, only when a nuur brants to Jiavo the probate 
or the succession eertiheate and makes nse of it he lias to iiav and not 
otherwise? 

A.— Yes. 

T/ie Malta rajifdhirajti Bahadur of Burdican. Q.— -When you say that all 
should be made to pay, you mean tliat CAvryone should pav but the paAunent 
may not be uniform? ■ ■ - 4 

A. I mean that oA’^ery case ought to lie made to pav according to a 
scheme that may be devised. 

pr, Faraujpye. Q, — And that scheme must be uniform to all eoin- 
iiiunities r , 

:■ r. A'.— Yes. , 

The 2Jaharaiadhiraja Bahadur of Ihtrdwan, Q.--Apart from the ques- 
tion of rates, Mon’t you think that communities like the Indian Christian 
commnnity liave been treated so iav on a difFercmt footing from that of the 
Hindu commniuty, for instance? You eonld not by a stroke of the pen say 
noAv ^Ave are going to have a uniform rate in all cases’’. Because apart 
from tlie occasions on wliieii you levy these duthis, are there not other cii*- 
cumstances Aviiich require differential treatment? 
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A. — T do not tkbik that tke difference in vour perwoual Jaw is a ^^reiiud 
for difi’ereiitial f. reatiiiei.it in taxation. At any rate, tliat is not the view 
i have taken. 

Q. — ^Miat 1 lueiin is this. In the case of the Hindu joint ftuiiiiy there is 
a difference of opinion as to whether each share slioiiid be taxed or, as yon 
say, whether yon should tax on the death of the l^arfa. As you put it in 
•papo, 389 of your inenioranduni, there is one difficulty arising on the death of 
the I'arfn. When a karta dies leaving 4 sons and 4 grandsons, aitliough tinder 
the Afiiakshara Law, which is prevalent in the.be parts, eacli man has got 
a legal right to a share of the ancestral pi'operty, yet if the harta has not 
divided Ihe properly, it may he quite feasible that because the l:arfa is 
dead, you should levy the death duty on the whole projierly. 

A.— Yes. 

Q. — But supposing ilie Jearfet lias partitioned among the four sons, then 
if you levy on the whole property, don’t yon think it will ho an artificial 
levy, hocaiise the proiierty" as a whole has ceased to exist? 

A. — It is a choice hetween two alteiaiatives. If tliey had divided, the 
hnrin would have taken one-fifth, and the tax would fall only on tliat ono- 
fiftli; and tlie share of each of the sons would also bo paying on his oue-tifth. 

Q. — My .point is this. You lunjw that at {irohent largo properties pass 
either us gift or as settlement in the lifetime of the p-ropriotor «iLhonb 
even a small staini> duty being paid. It is very frequently done perhaps 
with an ordinary stamp duly. 

A.-*— Yes.. ■ ■ . ■■ ■ ■ ■ . . 

Q. — Of course, you could not stoj) that by laiv. Only von can make the 
stamp duty bigger'. But sujipose the whole ancestral |u*operty comes to 
one lakh of rupees. Under the joint family system, supposing the four 
grandsons are ail grown, up, the property will be divided into eight shares. 

A. — It will be one-lifth for the grandfather and one-fifth for each of 
the four sons, and each of the sons will divide his share uitli his children. 

Q. — So, it will have to be divided into five shares. N"ow suppose the 
grandfather lias divided it among his sons. The property has actuaily 
passed out of the hands of the hdrta^ That is, the L'urta does not get 
any benefit of it. 'riie sons get the beiiotit. lie has bis one-fiftli and when 
he* dies that one-fifth ivih beconws ancestral jiroperty, 

A.—Yes. 

Q. — Therefore, on that one-fifth all the shareholders will have to pay. 

A.—Yes. 

Q. — But I cannot follow why the others should pay for a share^ of the 
)>ropejiy which they now possess. I think it would interfere with the 
Law of Mitakshura. We are iicro to consider two as[)ects of the (xuestioii-"- 
i.he feasibility and ihe desiraiiility of the death duly. On the question 
of desirability, probahly there may be no two opinions. .But (m the question 
of feasibiliry, tiu‘re may ]>e many opinions. 

A, — Accoj'ding to the law'^ in Bengal, tlie person who is called the 
karta will be the absolute owner of the ]>ropcrty. So far as the Mitaksiuira 
Xirovinces are eoucerned, iny idea is this : either you must levy a duty so as 
to fall on all ooinmiinities alike, or you must not impose that form of 
taxation at all. You cannot havo it for some communities and exempt 
others. 

Q. — My difficulty is this: In a Mitaksliara family where you have the 
law of primogeniture, it is very easy, because whether the man lias ten or 
fifteen sons, the one sole i^roprietor can be charged at a certr.iii rate. But 
where the law of ])riniogeniture does not exist, is it fair on those who suc- 
ceed under a lYell-established Hindu Law that, because the Irriia has died 
the shares which they have been enjoying during the lifetime of the father 
should also be assessed? 

A. — My point is this; The only logical footing that can ho taken ac- 
coi’ding to "your argument would be that on the cleatli of each, tax his parti- 
cular snare. I consider that there are certain difficulties in tlie way of ap- 
plying that form of taxation to the joint family for the reason that the 
birth of a child and its immediate death would mean taxation of the 
particular share which that child inherited on its birtli, and wdiich passes 
on its death to the other members. That is the alternative, 




Q.— Wbat I wjis fchinkino; is this; Suppose under the Mitakshara Lair 
a father has four sons and he does not divide the pro])erty, though he 
eovld have done so. 

— If lie had divided, then ho \roiiId be in the same position as a 
Christian. He is the sole oivner of the property and there is no difficulty. 

Q _|]ntler the ’^fitakshaj-a Law, would it be possible to make the 
(liffereniiation in the case where there has been no division in the life- 
time of the father P You say tluit theoretically there are five shares. Let 
us not (onsidei* th»e grandson's now. Theoretically, each of the sons has got 
oiie-Hflh share. Suppose the father dies. Now since the hrrta dies with- 
out partitioning, you can impose your death duty on the whole estate, in 
a case where tlie' partition has taken place and sons have separji tod from 
llie fallnu* and Imve hcen enjoying their I'espective shares in Cne in-operty, 
why .should you hwy tlie duly on the whole estate? 

— You do want taxation on the joint fanniv. Then there are two or 
three possible alternatives. One is to tax every deatli on the particular 
nliare which the deceased {)er,son posses.sod at the moment in. the joint family. 
But 1 tliink that would involve a harass.] iig im])o.sition of a tax wliich might 
have to i)e |.)uid every year in a. typical joint family. 

Q^_guppose tliere is 51 safeguard in the case of minors and infants, 

^}v Percy Thompson. Q . — Would it he feasible not to^ charge on the 
death of infants on the ground that the infant is not entitled tf> demand 
partition? 

Sir T. Besil'fichari. A. — It will be entitled to demand partition in 
certain cases. 

Mr. Venhafarama Sastrl. A.— If the theory of taxation is that the 
.share passing on death should he taxed, then that child does pass a certain 
share. But I agree that safeguards could be devised. 

The ^lahciraiadhlraja Bahadur 0/ Burdiraii. Q.-~On page 389 you say 
^'.Either this mode of fixing the tax nni.st be abandoned as unsuitable, or it 
must he laid down that the death of no member ol the joint fainily who is 
not an adult or wl.io is not above a certain age at death should involve the 
payment of the tax, except when he lia]>peiis to be the sole^ owner of the 
jiropeidy.” Suppose this suggestion of yours were accepted in .soine shape 
or other, then would not the alternative whicdi we have been just discussing 
1)0 ])ossi])le? 

',':'A..--Yes. ' ■ 

That is, taking tlie duty at the death of each individual? 

A.- — Yes; you can limit it to the share of the deceased. 

Q. — po do you think that that would he mo]*c palatable to the Hindu 
joint' famiiy than the other two alternatives which you have in your 
mind? 

cannot say whether it will be more palatable or not. 

Q^j^eing a Hindu myself, T have also got to consider the question from 
the aspect of a Hindu. Therefore, we have also to find out what w^oula 
1)0 tlie kind of death duty wliicli would be least objectionable to the joint 
Hindu family. 

— T do not think there would be any great objection in the ultimate 
proposal that 1 have made. 

Q. — I ^vant to make my illustration quite clear. Theoretically, eatli 
man had oue-fifth sliare, because there would be no actual partition. Under 
the AHtakshara Law, you would levy the death ditty on the whole estate? 

A. — are trying to legislate. 

1 have in niv mind is this. Let us suppo.se the son has 
quarrelled witli his father and there is only one son, and during the life- 
tin io of the father there was a partition. Then the property becomes 
half and half. Supposing the property is ivorth one lakh of rupees, when 
the father dies hi.s ])roperty is worth only fifty thousand rupees. ask you 
whether you will be justified in levying a death duty on the value of one 
lakh of rupees or fifty thousand rupees? 

A. — I do not think it is quite unjustifiable. It is a question of choice 
between two alternative inodes. 






A. — T don’t thijik so. 

A. There are other considerations which will koei) the family together, 
sound" tlie death-lnjf'o/the HinX’^ohitlaniily 

A. —I think each one expresses one’s own views 

A.— Yes. ■ 

A. It obviates some of the difficulties that 1 tried to get rid of 
(j.— is it not quite fair.? 

A.-~*J. xiuderstood what he rneiint. 

cessimi’duty"teca1.is?OTlii^^^^ in England death duties involve sue- 

srar?..; s? ?H tlH"” ~*s tsi 

levied in' Europr While iif the ew of 
the same as in other foreign countries, in 

r thi;.rhf£.‘S,!i;!3r £'Sg„;x£' “ *“ '-''“"f- 

i am really in i avoiir of your alter- 
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Wiia level* the reasoiihj may be that we give for exeniptiiig tlm^ t tabo 

it, on the whole, ev^eryoiie is agrceci, tliat there is a ease for exemption. 
You must exempt on one ground or another. V 

The President to t^lr T. Besikacliari. Q.— May we know generally 
your reasons for limiting this duty? 

Sir T. Besihachdri. A. — If any tax be imposedj the exeiiiptiojis that 
have to be necessarily made should not he so great as to induce the feeling 
that one portion is taxed and another portion is exenrpted. Tliat is what 
I have stated. I, tlicrefoi-e, want to impose tlie probate duty only on wills 
not deposited nor registered. 

Q. — Would not that be uiieijual to tax only people leaving wills? 

A. — i f there he a will and testamentary succession the jjerson gets the 
propei’ly by the will oi‘ the ■ lest atnr. He did not expect to get it. Practi- 
{‘ally it was givtm to him the tcstatoi*. There is no reason why he should 
grumhlo if he has to pay a, probate duty. 

Q. — You won't exempt the present comniunities that pay? 

A. — L won’t: I am not saying anything new. The Indian Christians have 
been exempted From the necessity of obtaining letters of administra-don for 
tlie whole estate. 'Fhey liave by a recent Act been enabled to take only 
succession cei-tillcates for the jiurpose of realizing their debts. It Avas 
pointedly .mentioned liefore the Civil Justice Committee that Europeans and 
Anglo-Indians are compelled to xniy the tax. They are not Hindus nor 
converts to Chi'istiaiiity, and tliereFore they have been paying the tax. M’y 
own view is t].iat in the joint Hi,iidii family there is no succession. Unless 
there is a succession, there is no cpiestion of death duty. In South Kanara 
and Malabar, there is no division of xu’operty at all. They cannot under- 
stand anything like a duty on siiccessi(>n. In South Ivanara and in Malabar, 
and also in IMiiaksbara joint Hindu families, it aj3pears to me to be going 
against the long-estabbshecl tradition. By introducing this, you will he con- 
fusing and ui>setting the Hindu Law* which has lieen respected so long 
by the British Government. 

The President. Q. — I understood the Hou’ble the Advocate-General to 
say that taxation need not affect the personal law. 

A. — He was assnniing there w*as succession w*hen there is not. iVs pointed 
Gut^ by the M.aharaj;idhiraja liahaduy, there w’ould bc'- a certain amount 
of interference witli our personal law's". I say it would lead to tlie breaking 
up of the tradition wdiicli lias been, observed by the British Government ever 
since they came liere. 

Q. — They are Cjuite separate — the law* of succession and taxation of pro- 
perty passing on death. 

.77/c Mnharajndhiraja Bahadur of Jh/rJ/raa.— He contends that, in this 
ease wliicli he has mentioned, the property does not pass on death. 

^ A. — If a honse belongs to a father and a sou. the father is as much 
entitled to it as the son. Each is the ow*ner of the whole and part of the. 
property to which lie is entitled, and neither of them can predicate any 
portion as his. 

(J — He has a beneficial interest? 

A. — As I understand Hindu Lawn he has no beneficial interest such as is 
connoted by the term in any other legal system. 

dL*. Venhahiranta Sasfrl, — Under the Englisli Law* there are eases where 
ilic property passes i>y survivorshij). Such cases under the Finance Act are 
treated as succession for taxation purposes. 

Sir T, Besihaehari .^ — There is another anomaly. A Hindu need not 
obtain letters of administraiion, yet if be w*ants to get Govermnont promis- 
sory notes or anytliing else of that nature under a will he has to obtain 
letters of administration or probate. 

The President. Q. — MV [loint for tlie time being is tins. A man dies 
under tbe present conditions in possession of the joint family property, 
that share is ascertainable and liable to probate? 

A, — It may be ascertainable by ]>artition or by agreement and not till 
then, 
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Mr. I ciihatanma iScufri,— The executor does not take joint i’annlv 
siiaie, but when lie is called on to pay probate duty he pays not oidv on tbo 

vivoSiip property which is iiassing*' by sur- 

, Sir Percy Thompson. Q.— It is not necessary to show succession. I'here 
IS a vainable interest in the property and it goes to soiiiebodv, I do not 
care who the man is. The value of the property is not lost. 

It does not go anywhere. The prooertv was 
aiicady there and the man was enjoying it. • ^ 

Mr. VenJcata_rauia SastrL^Tluit is connected with the underiyiiig mcta^- 
physics ot the Hindu joint family system. ^ 

4 - Q- ^AVoidd tlie increase of taxation on jiropertv passin<^ 

at death tend to increase the iiumlier of partitions? Would it be "necess-irv 
to accompany it by taxation of partitions? “ " 

r strike me so when I read it first. Divided or un- 

divided, that is the share winch is going to be taxed. 

Sir Percy Tliom,pso7i. Q.—If you tax the share, it does not matter? 

^ A, — Surely so. ■' 

Pr Pantnjpye. Q— ]n any scheme of death duties, vou will have to 
obviously make some pjovisiou with regard to gilts? 

A. I think three years is the rule in England. 

Q.— Would not a partition within the same period lie practically a gift? 
A. — I do not think so. * ^ 

&• duty will be i.ayahie on the death of u iuein- 

.if +l?i iamily who lias uo asceiuhuit alive, and ou the value 

at his "dudi he or his branch was entitled 

A.— res. 1 think one of tJie two things 1 was ouite willint>- to li-im 
and in each case 1 calculated wJuit each system would work out to so far as 
the jfnnt lamilics were concerned. 1 thought llio families would nnf 
anything on either alternative though 1 preferred one of them. If this 
Committee thinks tnat it is more logical to adopt the share of the man 

fl yea-'ri huve“no 'oTjoction^'''”® ^ 

and neither has any son at prient. Each ]!r,s inhSd onf hllh oT rCe4 

•’nen in po,si5ession, each o-ots a son \Vp1i' 
the Jlmdu dies; according to this system of taxstinn ? r IV ’ 

liwf \t “i on fif°v r'i oet‘%.fthr<i;;w 

hand, the European will he charged ou one lakh of rupees 

Hindu IS t'ne same as a loss of a certain share 

A.— There is a compensation. The Hindu ^en ll- ha. 1 r i* 
j^aJier, pays a tax on Es. 50,000 which the luropeaiVs so^doo.s not p^y 

of tl?eTS. die 30 years after the death 

fatheIrTIm ‘Supply r^ax.' death of tlio 

case^areyeiy1ntenml"oF30“™ UMion of 30 years. In each 
rupees, whereas a European family' wil! pa” on EOO.OTO rupLs”^' 
logic"'- A.-No system of taxation can ho quite 





Slioijl-.l wc iK)t itijal.vse and eliminate taxes on transactions — court- 
nips, hills oi entry, etc. 

-I iiave m)t tlic slip;iitest ohjection to Lave it done, LliL tlio difference 
et restilt is nojdij^iLltn idea is that courfc-fcos are collected out of 

Drlion to tiic servict‘b reinlored liy our courts. 

Hoiihi.—Gn that jiarticular question one reason occurs 
I'C^e ot succesf injK If a nnin gets property liy deatb, you get a 
i increasing ])roportions a.s iLe property goes up. In tlie ease of 
?s lie is suing for tLe property which he may or may not get. You are 
um simply an opportunity to place the matter before the court. 

-Would you take any extra court-fees if he succeeds? 

"In some cascfe ic is allowed. A pauper sues without any court-fees 
's after success. .But 1 do not know if it is possible to make an>- 
on between the case in which he succeeds and in which ho docs 
eed. 1 am suggcMing ilie reason why in the case of succession cluiy 
increases when'tlie ])roperty goes up in amount. 

T. DcsihtrlifirL — You are putting a question to the Hon’hle Advo- 
iera.1 as to the amount of court-fees to he paid in proportion to the 
' the suit. 1 lind that the work done by the court in a money suit) 
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voncevning two Jaidi« of rupees is nothing at all (‘oninared will, fim i 
done in an injunetiou suit valued at fiftv rii| eL 

I lie 1 lesulcnt, Q.— Is a fee levied for such suits in the Higli Courts 

on ft;'olS'S“3™ High Court l,u. „ ..V.I.U, ot rtniug 

ss.”” :‘r ir,X'=“r‘’' *" 

;Ss ta sirteJ" 

Q-— We camiot compel the High Court to do that 

jurisdiction, but nothing .subsVtmtha has‘be«n 
Q.— That Act is practicall.v a dead letter v 
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basis for services :-e"dered. •' J'atioual 

.w.lferlSS.fti'; aws; “Air »■ 

A.— AVe will try. 

luah^taiuecTtf drmteil “aTfey now muf'are ‘imu.d'te \e“'fof'‘’^a 
in evidenee\r‘rstraining o1®th7jrovisions“or«^ P® accepted 

as Pl•o“‘issoVllop,^■lmt''l^aU^owtecigmente^ 
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Q. The reason for that is that the duty on a bond is too liio-h 
A. — The penalty is too high. 

8i,r Percy Thomimn. Q.— Is the penalty ten times the dutyf' 

A. — Acs. ■’ 

at aufyo^r must pr^seltak*^’® 

niay^relpdm oue^anul acknowledgments which 

m order to do substantial justice. ’ ‘ ^ penalties on that footing 
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Sir T. Dcsihdchuri. A.—- The Civil Justico Committee have recoiimieijdcd 
writing and registraiion in many transaetioms wliicli are not covered by 
the existing law, but under the existing law, transactions not covered by 
the Transfer of Pro]>erty Act need not bo in. writing and, therefore, need 
not be registered. 


Q —Ib'ac'ticall.'S', that iin])oses a duty in dealing with transactiorm not 
hitherto recfuiring registration in such a way as not to penalize tliora. 

A.--Y 011 may tax it in a particular manner, Imt yoxi ought not to use 
tbe ordinary Stani]) Law for the purpose of taxing documents wliicdi are 
required to he in writing and registered for the purpose of effecting a 
jmiicial x'cFonii. 

Q. — Does it not, mean that we have to suggest additions to the sehcdnle? 

A. — Yes. With a differentia.] rate between documents which have not 
been eomjxelled to he in uiating hitheido and those which ai‘e to be f*ompellod 
to l>e in writing heretofore. 

Q. — Isn’t lliat going to be ddflicnlt 

A.~~-Xo. dliere are hardly lialf a dozen sections in the wholii of the 
Statute Law j^ecjuiiang v/ritteu instriiineiits. If there is a writing it must 
ho registered. What requii'cs writing now comprises ]>ut a very few 
transactions. 


21//*. Venlujfarania S'o.sdr/.— d'hat has a bearing only on the civil delay.s; 
they want transactions in writing in order to save time in the ttiaf of 
suits 


their recommendations are carried out and the Staxup Law is 
not modilied simultaneously, there would be a great haiTlship. 

A. —Yes, Things which escape stamp duty now would be heavily taxed. 


Q. — The point is that the duty of having it in writing is rather sevex^e. 
A. — Yes; but it is absolutely necessai’y to impo.se it, if you are n >t 


going to increase the number of law courts and if you desire to ixut an 
end to the law’s delays and present perjxii'ed testimony. 


Q. — Actx.xally a fexv yeai'S ago the fee for registration of a will wa.s 
inci’eased as a measure of taxation on dispositions: your reeonnnendai ion 
is that every possible facility should he given to people to x-egister wills. 

A. — I want to have all wills published and registered instead of having 
oral testimony. If they are deposited l.>efore the Registrar, the same duty 
slioxild not be cliax'ged as a ])robate. If tiiey ai’e actually registered, you may 
treat them in a differentia] manner, and if the will comes before the coiii-t, 
without de])osit or I'egistratioii, levy the usual probxite duty. 


Sii' K, REBDI, Kt., MadraSy was next examined.- 


Written memorandum of Sir K. Beddi. 


Q. 1. — The statistics at present available are neither iideciuate nor 
reliable. They ax’e inadequate, because they do Hot give full inforination 
and they nowhere approach tlie fulness which statistics iii other countries 
have reached. A reference to paragraph 236 of the Indian Cotton Conx- 
mittee’s Report will show that thei’e iu*e as inany a.s six agencies which 
collect statistics in the United States of America. There is what is known 
as the Crop Reporting Boai.-d, then the Bureau of Ci'op Estimates; there 
is an agency known as State Field Agents; also the vohiritary C!rop 
Reportei's, Cx'op Specialists and Crop Cor i^espon dents. ^ In India we_ have 
no such agencies, and such agency as we have is ill-paid and ill-equipped, 
having no (tonception of the advantage of these ^statistics. As Minister of 
Agriculture I had considei'able difficulty in inducing the Madi.’as Legislative 
Council to agree to the appoixxtxxient of a vStatistical Assistant to the Direc- 
tor of Agriculture. That the pi*esent statistics are unreliable is clear from 
Annexure A itself. Aly own per.sonal experience of the manner in wliicli the 
crop estimates are by the karmms leaves no doubt in xny mind 

that these statistics are absolutely unreliable. 
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Q. 2. — To the list of estimates mentioned in xVnr.exiire B, I may perhaps 
fuld an estimate of the agricultural wealth of the ^fadras Presidency 
published by the Dex^artraent of Agriculture, i\[adras. It was pre})are*d 
either by Mr. Sampson or by one of bis successors. If the time at my dis- 
posal were siifheient, I could have unearthed my own copy of it, but a 
reference to the Director of Agirciilture may result in a supply of a copy 
to this Committee. I have no criticisms to offer mi the several estimates 
excex)t to observe that almost everyone of them is far from truth, and 
that they are tlie result mostly of guess work, or at least based uyion 
incorrect data and that they are wrong statistics. 

Q. 3. — Our income-tax statistics are inadequate and even misleading. 
We have no statistics for death duties at all. Furtlior, our country is an 
agricultural country, and estimates of national income can be prepared only 
from a different and more exhaustive kind of statistics. 

Q. 4. — Tt is difficult to suggest impi’ovemen Is without involving legisla- 
tion, or largo expense. Without legislation there will be no obligation on 
landbolders and cultivators to give cori-ect info3‘ination. Without expense 
no statistics can bo collected. If omelettes are to be made, eggs have to 
bo broken. The only suggestion that 1 can make is, that if and wlien ve 
find a co-operative society in every village, such society alone can furnish 
full and correct statistics of its village. TTntil that time is reached I have 
no hope of securing adequate and reliabTe statistics. 

Q. 6. — T have no objection fo]- undertaking all-India legislation on the 
lines of the Bombay Bill. But if tlie object of such legislation is to secure 
statistics to form a basis for estimating the national income or national 
wealth, T must say that the legislation will he infructiious. Our national 
wealth mainly consists in land, and our national income is chiefly from 
its yield. The three classes of iiifoi’mation mentioned in Q. 6 do not 
cover the kind of income that T am spealving of. T therefore doubt the 
utility of any such legislation, though no doubt, within a limited sphere 
and to a certain extent, the ju-oposed statistics will have their own uses. 
To a non-industrial province like Madras, the sugge.sted legislation will 
I cannot therefore advocate the imdeidaking “of 
all-Tndia legislation of such a limited nature. 

Q. 8.— T do not attach any importance to the enquiries mentioned in 
Annexure C so far at least as Madras is concerned. If I may sav so 
with great respect to those concerned, the ‘‘vSettlement Reports’*’ are one 
sided, Rural Economics” is hut a name. “Some South Indian Tillao-es” 
IS unreliable and ^‘The Economics of a Coimbatore village” is a camouflao'e 
though my recollection of this last article is somewhat hazy. These records 
are absolutely inadequate and certainly not reliable to form the basis of an 
estimate of the incidence of taxation. A regular economic survey alone 
which can lie conducted^ only after co-operative societie.s are established in 
each village and only after they take root can supply full and reliable in- 
I’ormation necessary for such purposes. At present the people will be"' un- 
ytulling to give out the details of their family budgets, their debt or thoit 
income. Tlioy iiatuivally suspect that their taxes wifi be raised. When a co- 
operative society, say a credit society, establishes itself well in a village the 
important members thereof will know the ins and outs of almost every 
family in the village. 1 hoy will know the advantage of statistics. Thov will 
co-operate vnth the Government. When that stage is reached, it will be 
easy to conduct an economic survey with the accuracy almost of the pop>ila- 
tion census. Any earlier attempt will be doomed to failure and will onlv 
eua in enormous cost. 

Q. 10. Only about 5 lakhs of revenue is derived in the Madras Presi- 
dency from sales of waste lands. This amount is bound to be reduced as 
years advance. The waste lands are generally given on darhhasf for nothing 
no doubt oil condition of paying the annual assessment. Trees existin'<>- 
on the lands so granted are valued and the value collected but this does 
not come to much. As regards penalties, I know onlv the case of penal watei- 
rate charged against i>ersons who cultivate their di’v lands with Government 
water without obtaining previous permission thereto. Occasionally these 
peiial assessinents reach a high figure in the Godavari and Kistna delta.s 
where sometimes ten times the usual rate is charo-ed But T am tmf 
“4 tlistmction between tax revenues and ‘non-tax revenues. 

I® distinction without a cliifevence and from the bearer’s 
point of them it is absolutely immaterial. oe.uei s 

The capital invested should be tbe endeavour, 

xno ek.ment ot tax will appear if a monopoly profit is realised. 





p. 14. — Tlicorotically speaklitg, rcvoiuie from all tlie classes mentioned 
herein is generally Ireal-ed as non-tax. revenue. A to I) are classed as 
revenue from novernmeni undertakings. Cinchona perhaps will be treated 
as revenue fi'oni a sociai service ratJier than from a public undertaking, 
r have already Kuhnriited that 1 do aiot find jnucii difference between tax 
rovaiiue and non-tax re^'onne. I believe Hadley treats'^ railway rates as 
taxation but T am -not quite sure of tliis. At any rate where the railway 
chargers exceed a certain rate that con Id cover interest, depreciation and the 
i‘est of it plus a reasf)njd)!c prolii it would iindouhtedly be in the nature of 
taxation. 

Q. la.— The charge for watei* supplied in the two gi'eat deltas of Goda- 
vari an.d Kistna is not only adeciuate hut more than that. The great 
anictiis of Ctodavari and Ki.stiia w(u*o originally constrncied when the rate 
of interest was or 4 {>(]• (‘(ad. To-day we are paying not less than 20 per 
foni.. In ihe beginning {he rate of waler cess was only 11s. 2-8-0 i>er acre 
and ibe area irrigaied was very small. The rate 'was increased from 
Hs. 2-8-0 to .Hs. and then io 11s. -1 and finally to Ils, 5 the rate prevail- 
ing at jireseni. And the area under irrigation has gone on continunOy 
increasing^ with tlie rcMili that to-day the investment on these two great 
works of iiTigation is, as stated above, fetching a return of not less than 
20 per cent. ^ Tiie ralo'; wvvo originally fixed on the simple principle of 
getting the interest on the investment providing for depreciation', 

J^ater on, considerations of revenue induced ihe increase in the rates. Of 
tile five plans suggested in ihe question, T certainly jirefer the first alone. 
The last will he contrary to pulilic policy. The second and fourth introduce 
an element of commerce. The third is x>erhaps justifiable on the principle 
f»f hettmanont taxe-. hut all the last four jdans ignore the princix>le that 
the main pni*pose of irrigation is increased production and national wealth. 
Irrigation works should ho undertaken as a niatter of duty of the State 
and^ when it is remembered that nationalisation of water, more than evhn 
nationalisation of land, has obtained in this country from time immemorial, 
commercial calculations and similai* considerations shall have no place there. 

Q. 16.^ — Tim above answei* meets this question. I can understand that 
it' a certain irrigation work can he undertaken only with a rate of water 
cess far aho\x‘ the existing rates, such a higher rate can be imposed upon 
lands newly hroiiglit under cultivation with the aid of the new irrigation 
work. Biicii a principle is recognised in the Madras Irrigation Bilk A 
Jump sum coiiti’ihuiion can he taken only if the rates to he imposed is 
intended to meet the interest, etc., upon the amount which the Governnieni 
may have to invest in addition to the lump sum contribution. No better- 
ment tax (-an reasonably he imposed wliere ihe cost of betterment is contri- 
buted by the people concerned and not by the Government. 

Q. 18.— Coui’t dues are no doubt jiaymenis for services jxndorcd and 
are iion-lax re^xaiues like ihe earnings of tlie railways, tramways, tele- 
graphs, etc. Bui as I have said often T make no difference between such 
revenues and I'ovonues deri\a‘d fi-oin taxes strictly so called. In one sensb 
all ixvmmes are bqrm* by the peo])!e and as such should he treated as 
taxes. The distinction is only imefu! to students of the science of taxation. 
To the practical financici* and tlie tax-payer, they are all burdens upon 
the latter and revenues for tlio i'omner. 

Q. 21. — I do not also make any distinction between direct and indirect 
taxation, or between^ voluntary or optional, and compulsory taxation. Tlie 
very diversity of opinion disclosed in Annexiire D is mv reason, for that 
position. 

Q. 22. — This question does not arise in the view I took above. 

Q, 23, — I do not agree. 

Q. 24. — Til the same way as I ixgarded above, in a country like India 
where the taxation is already unbearable not because it is high but because 
the country is poor, ^ every new tax is hated. Perhaps even 
in ricli countries it is so. It is much more so in a country 
like India. It is doubly so wben it is remembei’ed that the tax gathereils 
and leviers are not directly rcsponsildo to the people. I am aware that 
the growing needs becoming complex every day, with the advancement of 
civilization and contact with foreign nations, necessarily require new sources 
of revenue. But in this (*ouuiry situated as we are, I will not certainly 
advise the imposition of any new tax, unless provincial autonomy is granted, 
and until some degree of responsible government is introduced into the 
Goveniment of India. After tliat is done new taxes can bo raised. Even 
then, it is a (piestiou of choosing the lesser evil. Every tax is burden* 
YIT-I>1 
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some and should he imposed only -when H is nnnvoklahie. Tn doing so, 
questions of equality, ability, certainty, elasticity, ocoiiomy, and conve- 
nience of collection and other canons clescribed in text liooks on taxation 
can be attended to, I am making these oliservatioos Jiere because it may 
save me a lot of time and siiace, though they do not ai'iso directly in answer 
to this question. " 

Qs. 26 to 32. — I have already^ answered a portion of these questions in 
iny answer to Q, 24. By the maxims enunciated by Adam Smith, 1 suppose, 
are meant — (1) equality, (2) certainty, (3) convenience of time of payment, 
and (4) economy of collection. The other equalities of (5) elasticity, (6) 
sufficiency, and (7) productivity — are mentioned by siibseqiunit writers such 
as Bastable. Findlay Shirras in his “vSeience^ of Public Finance’’ has 
stated them in the modern form in Chapters XI 1.1 and XIV of bis Iiook, 
That is the latest book that .1 have come across. Xow, 1 agree that every 
member of the coininunity should pay some tax, tJie only condition being 
that be sliould be able to pay. That is the only exemption I would mak(3, 
but it need not matter if lie pays in an indirect form. The only considera- 
tion should be*— does not every member eontrif)ute his share towards the 
expenses of the State?-— the benefit of whose laws and institutions and the 
protection of whose arms, he is enjoying. I also agree tbat^ taxation is a 
proper accompaniment of I'epresentation. But the converse also must be 
upheld. While I will not give a vote to one who does not pay any tax 
direct or indirect, I will not pay any tax unless 1 am given the right of 
representation. I do not inhid wlioblier tlie tax is direct or indii'ect. I 
do not approve of poll tax or capitation tax. These are ancient taxes 
now out of date. To the Indian mind they carry with them some idea of 
oiipression and even degradation. The levy of this tax does not conform 
to the one test that I maintain, namely, ability to pay. These taxes, are 
also subject to the objections of inconvenience, of unproductiveness, Jiud 
expense of collection. At any rate, these taxes are certainly more objec- 
tionable than the salt taae and the (aistoms duties on cotton^ kerosene, or 
matches. Excise duties on cotton are most objectionable. That is because 
they stifle growing industries in this country. Again, when it is a case 
of choice between two taxes, the pros and cons will have to be “weighed from 
every standpoint and the balance of advantage will have to decide the 


Qs. 33 to 47. — If a substitute is required for an existing tax which 
is to be abolished, I could advocate an increase in the rates of income-tax, 
and in doing so, I would apply the increase to all classes now subject to 
income-tax. I will not show any favour to incomes derived from productive 
enterprises. But I will certainly agree to enhanced rates on unearned 
incomes. It is of course not practicable to make allowances for the number 
of persons supported out of particular incomes. But an average family 
in India may be treated as consisting of five members, and allowance 
can be made on that basis. I' consider that the Indian sujier-tax on 
companies in its present form is justifiable. I am in favour of the exemp- 
tion of incomes derived from agriculture from the operation of the income- 
tax, so far as the actual earnings of tlie farmer or the cultivating tenant 
are concerned. In the ryotwari areas, I would prefer taxation of agri- 
cultural incomes if permanent settlement is introduced. If that is not to 
be, the farmer’s earnings should not bear an income-tax. The case of 
the absentee landlord bowwer is different. I think he ought to pay income- 
tax 111 addition to the land tax, though the rate may be somewhat lower 
than that payable on other incomes. The danger of land passing into 
the hands of the xirofessional classes and money lenders mostly resident in 
towns is growing day by day. The proverbial chronic indebtedness of 
the ryob is^ at once the cause and result of the loss of land. If only to 
prevent this, I would compel ,the absentee landlord to pay income-tax on 
the income fi'om his lands, I do not want land to pass into the liands of 
absentee landlords, and, to achieve that end also, 1 would resort to this 
income-tax. I want his spare capital for the development of industries, 
and it IS essential that a check should be placed on liis inordinate desire 
to his earnings in land which he can never himself cultivate. Absentee 

landlordism is in some measure accountable for sliortage in production. On 
giat. ground also, I object to Ins purchase of land. T cannot say whether 

Kluimbata is any way nearer the truth. 
Without accurate statistics of the national agricultural income anv esti- 
mate must necessarily be conjectural. The Indian limit of Es. 2 OOO" below 
which an income is , not liable to income-tax is not, I am afraid based 
mainly upon any oomiderations of allowance towards the subsistence of 
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llio Jiiouibers ol’ ilie family of tlie nuikei* of tlie income* It is also duo 
to tbe fact tluit Uiobc ^^'i^obe incomes are below 11s. 23000 camiot iieoi) 
regular accoiuilh, and therefore arc not in a position to prove their incoinos 
with any amount, of accuracy. The elemeuts of certainty and productivity 
jnay have ])Iayed tiieir part in fixing this limit. Ability to pay must 
HO doubt have fjeon one of the considerations, liut how far allowance for 
subsistance was taken into account is more than I can tell. The ease of 
land revenue dilfors from tliis iiicoiue-tax. It is easy of ascertainment, and 
ca.\y of <*ollection. I do not think that tke examido of land revenue should 
he invoked lo reduce the present limit of taxable incomes. I do not 
think iliat income-tax can he said to be a tax on honesty, I do not know 
bow far matters are improved Ijy the growth of accountancy profession 
or by Ibo exerci.'^e of more ellicieni control, India is not as far advanced as 
Kngland or France, and 1 will not advocate the prescription of any special 
form of account by tax-])ayers. ^ i cannot agree to the i)ub!i(aiiion of the 
particulars of piivatc incomes in iliis country. J. am. not satislied with 
the present arrangements in regard to assessments on the previous year’s 
income. In the year 1923-21 T jvas i^iiuister in tlic Goveriiincnt of Madras 
and had di’awii a salary of about its. 30,000, but 1 was charged income- 
^x on an imaginary income of lbs. 50,000 on the basis of the previous year's 
income. 


ill 


43. — The observation coj)tained^ in the quotations are all true in 
their own way. TTie rule tliat necessities sliould not be taxed is quite a 
good rule, but is only one of the inaiiy rules that guide taxation. As 
j have said above, when the question is between two_ different taxes, it 
can be answered only by a consideration of the advantages and disadvan- 
tages of each a.iul l»y seeing on whicli side the balance of advantage lies. 
In fact, even this may not suflice. By the practical financier, even political 
considerations may have to be thrown into the scales, and such considera- 
tions may sometimes turn the scales. Definite statements and enunciations 
of princii^les are quite all right and excellent in the pages of a text-book. 
But other considerations might outweigh these principles in practical 
politics. 




Q. 49. — 1 cannot deal with each of the 34 or 35 articles mentioned 
jji this question. I object to excise duties of all kinds excepting on 
articles mentioned in my answer to Q. 82. My objection is all the more 
strong in eases where iiidiau industj’ies luul to struggle against tlie more 
efficient foreign industries. 


Q. cannot say anything definite about the graduation being 

practicable. It depends upon^ the i)articiilar articles chosen for progressive 
taxation. But there is justice aiul reason in this progressive principle. 
Its ap])licaticm ought to he ])racticable in the case of select articles. For 
instance, why sJiould not liigli-ciass drinks be taxed at a higher rate than 
low-cla.'5S ones-^ Wliy shou!<l not a 200s. fine ciotb l>e taxed at a- lugher rale 
than a eloth of 40s 


Q. oi, — .1 hav^e no objection t.o the statcmicjit quoted in this questioii. 
But I will lay stress upon the fixed necessity mentioned in it. If ihei’c, 
is no other alternative I will certainly accept a tax on salt, but if a 
substitute can l}e found which i)ossesscs all the Aurtiies attributed to salt, 
and the lax on which does not fall upon tlie poorer classes or ux)on neces- 
sities, I will certainly prefer such an article to salt. 



Q. 52. — If the assumption is 'right, the coneiusion is perhaps indi.a- 
putable. But I dispute tlie accuracy of the assumjition itself. 

Q, 5G.- — It would not only be proper but absolutely necessary to impose 
a protective duty on imported salt, making it almost imjiossible" for foreign 
salt to be imported into this country. It is said that all that is retpiire(,i 
for the production of salt is plentiful sea water and a bountiful sun,' with 
both of which God has blessed tliis country abundantly. We have the 
longest sea coast and tlie sun sln'ne.s brighter in India than in any other 
salt producing country. The machinery required for i-efining salt is of 
the simplest nature. Why then sliould salt be imported from Liverpool 
or well from AdeuF Fa(41ities would seem to Inive been afforded for t!.io 
importaiioi) of salt into India. Jt is said that it costs much .more to send 
one maimd of salt from Madi'as to (kilcutta than what it costs an English 
merchant, to send tlie same quantity of Liverpool salt from Liveimool 
io CaJeutta. ft is these facilities tiiat are responsible for this importation 
iriie Bengal consumer will not siiffei' in tlio long run, and if only facilities 
of easy conveyance a?’(‘ afforded, Indian salt can be sold in Bengal as 





ciieap and ay ratiiicd n.s tlie Xitivwpool ?>ali. Fiiriliei* iJie .lioiigali is un- 
doubtedly patriotic euougli to bear iiugrudgiiigly the additioual burden for 
a yiiort tune. 


anticipate the introduction, of a policy leading to total 
prohibition m the near future, in particular areas to begin ui'th Pj-ovinciai 
LegisJativo Councils will put pressure on. niini,stery who will be compelled 
to make a beginning in the iiitrodiictioii of such a i^olicy. 


Q. b^.'—lhere will ot course be a loss of reremie, but I do not admit, 
tliat tile policy would involve a large expenditure for its enforc'ement for 
any length of time. In the beginning, some staff will no doubt be necessarv 
to prevent illicit manutacture. hut as time advances, such pi'ccautions will 
be unnecessary When the manufacture of toddy licpioj-s was prohibited and 
luui introduced in its place, it was very umth apprehended that illicit 
manufacture of arrack from toddy would lie difficult to be stopped. l\)-clav 
there IS no such illicit inanufacture at all, except in insignilicant ouantities 
and that perhaps in the interior of forests far removed from civilization’ 
A suiiiiar conseciiience may follow' total prohibition. The loss of revenue 
must ol course he recouped by finding fresh sources of revenue, I do not 
• approve ot a super-tax on land revenue. But I agree to a, provincial 
surcharge on the mcomc-tax the rate to be determined according to circuin- 
stances. A succession duty, a tax ou tobacco <ind aii employee tax have mv 
approval, it by totalizator duty is meant a tax on tickets inirchasecl at 
t io rates, I have no otijection to it, Imt iu oui- proviiu-e the roveuiie from 
tins source way not exceed five or .six lakhs. 1 do not know \vhat i.s meant 
by taxation ot futures”. I wonder whether it refers to what are known 
as lorward contraets in law or a sy.stein of business known in the Bombay 
market as Aditya System. These forward contracts have proved the ruin 
i^ere IS an element of gambling in them and at one time 
the Bombay High Court retused to enforce these Contracts. Later on 
Iwwever, these transactions were recognised in law and are now euforcihle! 
It a tax on these transactions can he collected from the party benefited 
it would. DGrtGctilv n, nis'ii if. W /^\ ii r 


U W'ould perfectly be a jiist tax. But it iy open to the objections— (1) that it 
' ’ i-isy of collection, (4) there 


. j, ^ tU lilt? 

IS not certain, (2) it is not productive, (3) it is not easy v. A;miccoion 
IS no equality. But it satisfies the eoiidition of ability to pay. ' In' oilier 
words, it is an income-tax. While the,se transactions are veiy conuuon iu 
r “ir they are few and far between in Madras. Excepting in the cities 
Madias, Bellary, Coimbatore and Madiu'a, 1 know of no place where 
these forward contracts are entered into on any appreciable scale. I do 
not approve of an increase of local fund cess or a transit or terminal tax. 


Q. 63. As an advocate of total prohibition, I need not answer this 
ciuestion In f act, the observations quoted iu this question in a way support 
my iiosition. Dalton, for instance, admits fclmt the use of alcohol is an evil 
Me aUvocatc.s a rcductioii ni consumption and a reduction of the evil he 
.■jmsiders U.^^he u ‘ positive good” Will not the complete eradicutioii of 
tio 01 j1 1)0 siipoilutive best , il 1 may })o allowed the expression S' Again 
T ^ harmful luxury sufficiently undesirable to justify its 

ustitj ite prohibition. According to Jones, the object is not only revenue, 
Imt .also the deliberate discouragement of use of the article. In my opinion 
this IS a somewhiit mcoiismtent position. In the finst jilace you make monov 

m ^ i'l son are lioimd to encourage consumption 

ill the interests of your revenue. Maximum revenue and minimnni 
<*on.siiinptioii are to a certain extent incom]>atibIe. 

4 Si Tariff history of Eugluiid discloses the advantage of confining 

taiift to a few articles, instead of mipopiig duties on all imports. How far 
such a principle IS applicable to India is a matter of some doubt. ?for can 
wo e.veludo questions of protection altogether in this country. Eindand is 

country. Wo are producciy of i-a'w material and 
.n ^ r i*‘ “? inanutacLured articles. It is difficult to say how 

many urtmlo,s should pay customs duties on our sJioros. 

, b2.'-— -hiXport duties may bo levied on raw cotton, lac oii-cako 'infl 
hsh and other manures. I believe that jute, rice, raw hides mid skins and 
tea ^-eady an export duty I am^igain,^ all othei lSport duties . ‘ 

T 84.— hollowing the recommendations of the Indian Fiscal 

wtolX-Toiiwf h to valorem duties 

our ^tnpOTtert ® ^ ^ experience of the difficulties of 
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Q. 87, — I aj)}H'ov(‘ <si‘ taxing advortibt'nieiil.s, auciioii .saleb, banking 
Iran.sactioisss, betting, eiitertaiDnieiity, insurance, luxuries and tourists. 

Q. 89. — I agree tlie collection from judicial stamps sliould Jiot exceed t])e 
cost oi‘ judicial administration. As they say, justice should not be sold. 

I do nob admit that resort to the lav/ necessarily implies ability to pay. 

I liavo known many (‘Hents who have boiu’owed for litigation and hiany more 
who arc ruined hy litigation. 

90.— "I do not agree with, hl.obson. 

Q. 9d.- AHegislration fees need not f)e limited to tJm cost of Eegistra,- 
i-ion isu-liuling ])ay of stall*. j)em'>ions, buddings, etc. A special service 
providing unimpeachable (n idence of tlie traiisaeiions tlestu'ves a return 
ivhicls may very j-eaft,onab]y exceed the cost. 

Q. 9d.— I prefer a more general extension of ilie entertainments tax. 

Q. 9(3. — A tax is a. coniribution l.o life puiilie (^xc]ietp.ier without reference 
to any special henetit. Eeiii is a reliirn for ha. ring enjoyed a special benefit 
from tluj use of another’s land. It is not pro^c^ssed tliat this definition is 
exhausti\'e or even anywhere iie;u* it, I. know of the two laud systems 
prevalent in tlie 'Madras Presidency, Ihe ryotwari system am! the zamin- 
dari system. TJuit whicli the zanuTidar collects fj-om the tenants is admittedly 
a 3*eot, that which the Government collect fj'om. the ryot is called rent hy 
the bureaucrats and tax hy the dejuocrats. The controversy is an age-long 
one. I do iiot know if any useful purpose will be sexwed by ciitcring into 
this conti'uversy now. Jlut .1 do believe that the British iuiseoncej)tion that 
laml revenue in India is rent, is resi)onsi]>le to reduce tlio prosperity of the 
rfot and is one of tlie factors that eontributed towards tlm chronic indebted- 
ness of the ryot, llistorieaily and ('(.‘onomically land revenue should be 
treated as tax alone and for the eo.iisiderations which w’eighed with me in 
accepting tliat position I would refer not o,n.iy to the writing of the late 
Mr. Dutt, but also to the recent book published by Mr. Vakil uiKhn; the 
name of “Financial .Developments m Modern india’b pages 889 to 850. 

Q. 97. — I have already stated that the prosperity of the ryot is affected 
to some extent by the land tax. l'her<‘ are, no doubt, other causes at work. 
The joint family system with its conseijiient liumifold expenditure without 
a corresponding increase in the earning capacity, extravagant inarriage 
expenses, ever increasing with the innltiidieation of .members and their pride 
and vanity, a chroink; inherited indebtedness, the law of partition and the 
consequent fragmentation of holdings, bad seasons, low prices, heavy taxation, 
rise in the cost of living, love of litigation, illiteracy and consequent 
ignorance, undue attaelimeht to home and. the consequejit disinclination to 
leave it tc) s<H*ure other means of eaimings — these and others may be 
mentioned as tlse causes. 

(). 98,-~ -Sirdar Gulab Singh's criticism is true to a. large exieut but is 
symmvhat exaggerated . 

Q. 99. — To those who plead for permanent .settlement;, iuiuor considera- 
tions such lift those I'eferred to in. ilte question do not ap^ieaL The !)est w'ay 
to avoid ail injustic'C is to make a permanent settlement. 

(j. 109 . — 1 do not admit ilic accuracy of the statement of Prof. T. K. 
Hbahani. Its. 2.000 is iio doubt above tbe ,>nbsist(mee level. Btit that level 
diffej-s in different families and it is not practicable for a taxing officer to 
ascertain the level or to aseertahi -whetlier an agriculturalist income exceeds 
that level. I do not think that furtlier fraction isatioii will result from 
exemption f}*oin payment of land revenue refei*red to in the question. 

Q, 101, — I do not think that tlie imposition of a tax on mutations will 
cheek fractionisai.ion, J do not aj>prove of such, a tax. The root of the evil 
is in thi) Law of Paiiirion and ecpial rights of all the sons of a father to 
share l)i^ properl ics. ^^les^ ]>crlmps tbat law is altered and until t\m Linv of 
fb'iniogcni i ui'o i.v ap|died. f ract ion isat.io!j will go on. 'Tben' is a good deal io 
b(' .Naitfon both sides. Partition, while oconomically detrimouiai. is essentially 
based on equality. Tlim‘e a3*e main' who consider that the English la-w of 
inlKM’itance is uiHHpial and unjust, ff’he Indian problem is very eonqdicated 
ami it is better it is not mixed up witli pure problems of taxation. 

(J. 102. -1' will nor apply the principle enunciated by Dalton to waste 
land newly brought under irrigation works. It .is very^ likely that Daltou 
was not thinking of waste lands or ol irrigation v'orks. .11 f am not mistaken 
he is referring to minerals and mines, laifortuuately I have Jiot got the hook 




boi’ore juo. However, I am tempted to a.skj il.' that newly irrigated laud Is 
not to become, private property, is it 3 )roposed that it should !)0 managed 
])y the Government? If so it will lead to great coiuplieatimis. Domain 
lauds are a thing of the past and such State lands as are maintained in 
France, Italy, Spain or even in Great Britain, fetch very little revenue* 
li the newly irrigated lands are to be extensive and are retained by Govern- 
ment, numerous problems regarding emx>loyment oi labour, disposal of 
jiroduce and facilities for irrigation will arise, and comx>hcations of a "very 
difficult nature may have to he faced, if Government can carry on the 
agricultural industry, why may it not carry on otlier industries sucli as 
spi lining and weaving and what will become of such xirincixiles as that 
wliich enjoins that Government shall not c'ompete wdth private enterprise? 

(J. 10b. — I agree to the criteria niontioned in the question. 

(J. It}7. — The taxes incut ioned in schedule 11 to the Scheduled Taxes 
lUiles framed under vsection 80A (3) (a) of the Government of India ^ Act 
give sufficient scope* to local bodies, I do not think that the levy of any 
specified taxes should be made imperative. I cannot think of any further 
powers of taxation that can he given to local bodies unless it be the 
power to levy an addition to the State income-tax. Such a iiower seem? 
to be exercised in France, Belgium and Germany. But I see no immedi- 
ate need to invest our local bodies ivith it. Under our Municipal Law 
a })i!grim tax can be imposed by IMmucipalitics on x>ilgriins. I do not 
know whether such a tax is covered by any of the soveii items mentioned 
in the said sehedulo II, or in fact on the iucoino from shuigliter houses, 
unless “other public conveniences’’ mentioned in item 11 (e) covers the 
ease, I do not also know wlietlicr (jesses, such as the education cess or 
railway cess, are covered by the items of schedule II. 

i). 109. — I am generally in agreement witli the ohjeetioiis raised by 
Armitage Bniith against octroi. None of the luiinicix^alities with wliich 
1 am acquainted, levy this tax. These are open to the further objection 
of being a hindrance to trade, an objection to uhich great importance 
is attached by English text-wultei's. The critieipn does not appear to 
terminal tax, when it is limited to railway journeys. ^ The cast 
and inconvenience of collection will disajipear us also the question of its 
being a hindrance to trade. Nor can it be said to be levied ux>on nece?^ 
saries, nor does it increase the cost of living. The only poj-tion of criti- 
cism that is common is as regards the incidence being heavy upon the poor, 
and the burden of the tax not being distributed in iiroxiortioii to the 
benefits gained by local exiienditnre. 

Q. 111. — Tolls are a very important source of re^'euuc, sometimes 
amounting to several lakhs of rupees. 1 am aware of a certain movement 
to abolish these tolls in the District Boards, but even there, it is agreed 
that there should be a substitute in the shape of a licensing tax on carts. 
The justification of tolls is in the use of the roads whmh reexuire to be 
kciit in jiroxier orchn* and maintenance at (*onsidera]>le cost. I see no rea- 
son wdiy they should 1 k^ abolished, either under the AFuuicijialitios or under 
the District Boards. I would fix the ininimum limit of dista,nce hetwocn 
one toll gate and another at 16 miles, 

Q, 112.- — Before I answer tluj (piestiou a.s to tlie reiative liabilities of 
tlio owner and the oecupicr, I may )>e ])ormitted to say that local finances 
have hitherto made an uu|luo demand on land. The main revenue of Disiri(*t 
and Taluk boards conies Irom land in the shape oi a cess hwied at the rate 
of, say, one anna in the ruiiee. ‘When a railway cess was wanted, again it 
Avas tile land that wa.s made to pay at tlie rate of S pies in tiie rupee of the 
Government tax on land. When an education cess had to be inq^osed it is 
again 8 in. the rupee of the land revenue. NumeroUvS classes of people 
escape iiayment of local taxes, and the ryot is made to pay the bulk of 
local taxation. Until j'cceiitly, jn-ofc^ssional classes paid no jij'ofessional tax 
in local hoard areas. Tliongli to-day professional tax is colleeted both by 
municixialities and by local boards, the aggregate uwenue from ilus source 
hears a very small proxmrtion to the land cess, llailways, insurance eom- 
X>anies, factories, mills banks, pay little or nothing to local boards or even 
to municipalities. There is nothing like equality in Lhis respect. The whole 
system of local taxation requires overhauling, and it is Imped that this 
Committee will undertake the task. Now to come to the relative ifability of 
the owmoi? the occupier, \ may at ouctj states that in practice, it is 
the QAAiier that , bears the tax, iii the case of land cess in local board areas. 
But ill tliti'' ca|f house anej luud tax in municipnUties, the owner is able 


to shift the hurdeii on to the occupier. Jt is this way. Supposing I hat^e 
hinds in a village in the (hjclavari. distri(*t. 1 lease them out at so much 
rent ])or acr<\ i pay the taxes myself and taxes include local cess. In fact, 
these are collected together. I thus hear the land cess myself vk owner. 
Suppose again 1 have got a house wn'thin the Municipality of Eajahmundry. 
1 rent it out and my tenant occupies it. I invariably take care that mv rent 
Jiidudes the lioiise tax payable to the municipality, I thus* shift 
the mmucipal tax on to the tenant. I do not take this into account 
in leasing out niy lands in the local board area. This is more or less the 
practice in my distri(^ts. I do not see any injustice in the jiractice. 

Q. lid. My observations in the beginning of my answw to question 11 "> 
meet the points raised in this question. The fact that landowners alone 
are made to pay and that other classes are escaping local taxation is a 
sufficH^ntly good reason for thcliinitation mentioned in tlie question. Tt is 
only right that local authorities sliould Iiave recourse to other forms of taxa- 
tion, and provided they keep in view the canon of ahilitv to jmv, there need 
he no apprehensions as regards the defensible nature of those other forms 
of taxation. 

(). 117. Before I answer this question, I should like to mention that 

one particular national service, namely, primary education, should he under- 
taken as a primary duty ol the Government and should not he entrusted to 
local hodi<‘s, assisting them by means of grants-iii-nid. It ought to he a first 
ihargi* upon national finances, and it should l>e managed and controlled 
directly by Government. 

As regards other national or onerous services I agree to the principle 
of grants-in-aid. I think these grants should continue, though I know that 
many focal boards and municipalities have often wasted them away. Several 
local lioards Jiad shown signs of insolvency and had to be aided by Govern- 
ment irrespective of the services rendered by them. G?he financial weakness 
exhiliited by many local boards caused a great deal of anxiety to the Madras 
Government in recent years. One great disadvantage in these grants-in-aid 
in lump sums is due to the fact that they are sometimes made without any 
enquiry into individual necessity, Waste was the inevitable consequence. 
Equality also has not been maintained between one local body and another. 
I am of course against unconditional contrilmtion in general aid of 
local financt^s. They shoukl be earmarked for particular purposes. But even 
then the evils that 1 mentioned may not disappear. It is difficult to say 
on wdiafc basis such subsidies should be calculated. Population, incidence 
of local taxation, the total amount annually collected from its own sources 
of revenue, capacity to spend economically and efficiently, and tlie urgency 
of the need, are all factors to be considered in fixing the extent of the subsi- 
dies. Perhai>s the experience of England of 20 years ago as disclosed in the 
report of the Iloyal Commission on Local 'faxation and the rec'ent criticisms 
of Geddes Committee on National ExpendiUii’o may assist this Committee in 
arriving at a proper solution of the soine'what unsatisfactory stale of local 
finance in this provim^e. 

Q. 118. — I think tlie stimulus referred to exists in the case of education 
and road maintenance. But, as I have already said, I should prefer primary 
education to lie taken in hand by Ciovernment and managed by them directly. 
In the case of road maintenance, the Government grant a maintenance 
charge of Ks. oOO per mile for all trunk roads and all hig inter-district roads. 
The control exercised by ihe supervision of the Superintending Engineer is 
quite adequate. As regards rural sanitation, T am afraid the problem has 
proved to he too much for local bodies as -well as for Government. I do not 
know if it is possible for local bodies to meet the demands of public health, 
in this direction wdth any amount of grants-in-aid. The problem again is 
eomplicaied and I- would not advocate its mixing ux*) wuth the present 
enquiry. 

Q. 120 (i). — This tax w'ill satisfy the criteria of ^equality and ability 
to pay, but in othci* respects it will be a hopeless affair. The cost of collec- 
tion ivoiild bo enormous. The moans for ascertainment wdll not be avail- 
able. A sort of inquisitorial enquiry wnll be needed. 

(ii) T liave nlready given my opinion as regards income-tax on agri- 
cultural incomes in answex’ to Qs. 38 to 47, Succession duties^ and tobacco 
monopoly, I shall deal witli later on. Registration fee on marriage seems to 
be quite reasonable provided of course a graded scale is introduced — the 
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about this, however, is twofold. It iiitrocliices the element of registration 
religious ceremony. Secondly we pay a sufficient fee to the 
i urohits and to tiie community for the evidence of tlio marriage, A further 
registration lee may reasonably he iield to he an additional burden. T dou^t 

1 other taxes proposed hy Prof. Iv. 1\ Shah need any notice. 

AH those items pay local rates. Jt may not he wise to bring them under 
ISational Taxation. 

(iii) I sympathise with the Memhor of the Indian Economic Association 
who suggested a tax on dowries. He seems to he a. good social reformer. 
But the tax is almost incapable of collection. It can easily he evaded. The 
payer and the payee of the dovrry can easily collude and deny tlie payment 
or the receipt of the dowry. 

(iv) The only items which call for remarks from the list of Prof. 
K, y. Bangaswami Ayyangar are patent medicines, inhabited honse duty 
and increment value duty. The first is a matter of health and the lax 
collected thereon would he very small. Universal inhabited house duty would 
be a hardship on the poorer classes. It is not easy for assessment and is not 
suited to this country. l.n any case, it can he thought of only for local taxation 
and not for provincial or central taxation. As regards the increment value 
diifcy, all that I can say is that it is a very comjdicuted business. It was 
tried in England fur (.mi years and was given ip) in ‘.1920 as the (‘ost of 
valuation exceeded the revenno. Exi'Cpt when a boom occurs, it is very rare 
that investment in land ]iaYS more than an investment in a liank. Poox^le 
in the villages invest their moneys in land, not because it' is the best from 
the x^oint of vienv of a good return, but because it is the easiest and safest 
investment. ‘Tbish runs away, land remains”, that is the belief of the 
average ryot. The old head of the family generally thinks that his sons 
will squander away cash, 1i,ut cannot throw away their laud. I do not know 
how^ far under the above circumstances an increment value duty will pay in 
India. When it lias failed in a country like England, it seems bo mo to be 
undesirable to think of it in this country. 

^ (v) I can agree to an export duty on jute. India holds almost a mono- 
poly in the x>i'oduction of this article. Dundee and other ])lacos cannot help 
purchasing jute from India. The 25 x.)cr cent ad valorem, duty will also liel]) 
the Indian jute industry. The same remarks apply j:)erliaps to shellac. I 
cannot say the same thing of our hides and skins. As regards an export 
duty on hides and skins, it may x^erliaps be mentioned that a duty of 3 ]>er 
cent was iinx^osed on hides and skins tanned, from 1867-71. The excise duty 
was then stopped. In 1917 after the outbreak of War, the Indian Munition 
Board took over the control of exports. The Board purchased raw- hides for 
British War Office and Italian Government. Tiiere was then a boom in the 
trade. In that year the Madras Government recommended to the Govern- 
ment of India that a duty of 10 per cent should he levied on raw hides and 
skins exported, with a xu*oportionate rebate on allied countries and colonies 
which gave concessions to India in the matter of their imxmrt duties on 
finished leather and ‘feather goods. The South India Skin and Hide 
Merchants^ Association recommended a duty of 20 per cent. The Government 
of /India accordingly imxiosed a duty of 15 per cent in 1919. I believe 
duty remains m force to this day. I’he boom has since subsided, l^fadras 
exported in 1918-19 hides and skins worth £ 4,316,261, while the exi^orts 
from all India during that year amounted to £ 6,526,301. These figures 
exclude Government stores. After Peace was concluded, however, there was 
a great depression. Large stocks held hy the War Office had to be disposed 
of in continental countries. I do not know if Mr. Vakil would still insist 
on excise duty on hides and skins. 

(vi) My views on the taxation of agricultural incomes are expressed 
in my answers to Qs. 33 to 47. The other suggestions made hy Sir Gangaram 
^re matters of detail. 

. Q. 121. — The question, of taxing tobacco was considered by the Madras 
Government soon after the Beforms v^ere introduced. They came to the 
conclusion that it was a reasonable source of revenue. But so far as the 
I Madras Presidency was concerned, the tax was not estimated to yield much 
revenue. I do not know whether tobacco is a luxury, with a certain section 
of peojile amohg.^t the middle and labouring classes, nor am I quite certain 
as to the tax on to'f>aeco having the advantage or being administered at a 
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very low ttosl . I h 

taiiment of roiLsiniiption. 
sociaJ point of Titnv. 


o'vever, with Jon.seii that tlto lax might kuul to cur- 
anvl that that would ho a desirai>lo ehaiigo fi-oin th<‘ 


Qs. r22 and 12*h — Iinpo.^ing an acreage duty on cultivation will h© con- 
.sidered an addiiiotial tax mi laud. Moans 2 and 3 arc ai:>t to be inistakcn 
for a monopoly and State iiiteid'cronce with i^rivate enterprise. Means 4 and 
5, prf'forahly 5, may he tided iu the beginning until experience might suggest 
a }>etter means. 


Q. r24. — Fixing up a mijiiiniaii of cultivable area is apt to create discontent'. 
Soveral villagers grow tolmceo in their backya-rds, inostiy for home eonsumx)- 
lion. V'/lii!c the proposocl ruie may perhaps be applied with advantage in the 
cullivalion uf toba.ceo. It will cause hai’dsliix) in the ease of what 

are known us tqbn.cco and ^PuiP tobacco. i ctinnot therefore 

ndvuicate Lln‘ Frencl) or Engiidi system referred to in iliis cpiestiou. 

Q. 12d, — I do nut advocate an acreage duty at all. if the duty is to be 
im|>osetl suffsefiiicnt lo' the initial sale by the eiiltivaior as is coiilein plated in 
clause 5 of Q. 122. this diliiciiUy doc:. not arise. The excise must he levied 
on the dealer and nut on tliu ]>roclueer. 

Q. 130. — 1 believe 1 .ha^'e already stated that the taxing^ stage should 
cfune in only after the ])rodiiccr has sold tobacco, it is only then 
that it can "he a, '-Hissed. It is not easy to coiitfbl operations from 
tlic cutting of ilie crop lo tliis stage. Bouio risk of leakage is inevitable. 
Perliaps, tlio oxainple and exporieiice v)f tiie collection of cess on cotton 
brought to faciories, gins and mavkv^ts may suggest the best method of diarg- 
ing and collecting the tax ou tobacco. 


Q, 132.--”Tn the first place. I strongly object to any excise duty being 
levied on Indian-made cigarettes. The case of unmanufactured tobacco is 
different. Though we do "not hold a incuopoly of it in production, there is 
siifhcient demand in foreign countries for our lobacco, e.spqeia_dy the cneapeT 
tvpe. Beris and snufl: are peculiar to Incha and v:iil be in demand abroad, 
and an excise oii them will not affect the trade. Fven liidian-made mgais 
have this advantage. For being cheap they soli in foreign markets.^ It may 
bo mentioned that before tlie War the priiidpal destination to wmeh mi- 
manufactured tobacco vnis exported were State bettlemenfc^, Aden and 
Dependencies, Hong Kong. France, Holla, ncl and Germany. Since the War 
we have lo.st our trade with tlie four lasUnentiouod eountnes have 

added Great Britain. Our manufactured tobacco goes mostly to Malaga 
iCinsuhr I su3 1 would strongly object to any excise duty on ludian-inado 
cigu-ettes; My reasons are as follow: There has of kde been a piieiiomeiml 
™^on in the import trade in cigareltcs. In 

cio'arettes worth t:2.o0h000 mostly from Greal Britain and the United State.s 
of America. This is due to an increasing demand for cigarettes on the part ot 
ale asses of populaiion, who are no longer content to smoke the mdigeim^^^ 
tw nr 'tlio hoino-ivmde ciuar. This demand has induced the opening oi a 
number of factmles for tlm manufacture of 

the Ppiiinsnliir Tobacco concern at ■Moiiguyr is bj iai the larp&i-. 
Tioinhs "nV actorv at Calcutta ami anoclior iu iladv.as. There is keen 
coimietitiou hclwbu' foroimi and ludian cigarettes. An excise duty will 
s thrb-owtk (,r fndlaii iudusiry in this line. The excessive iinportecl 
cb .reties have also got' to h.e fougl.t ..gainst Even on cigars, hin.s and 
uumanniactnred toh.u--o, the excise duty should bo very moderate. 

0 13P, —I do not Iinow if the recommendation of the Indian Fiscal 
Cominission lo the eireet, namely, that the .system of .specific duties and tank 
valuations midit lio tried in preiereiico to ad valoreni duties, cannot advan- 
tageously be applied in the case of tobacco and cigar.s, 

0 13d~"-I am not awaro if anv foreign tobacco is used in manufacturing 
cigarette's in India. Virginian and other fmo tobacco is used as wrapper 
leaf in cigar-making. But siuh costly stulf is not iwed in cigarettes. Imposi- 
tion of an excise dutv on raw tobacco may, to sonic extent, handicap the 
Indian (Igarotte. industry But a system of rebates on all tobacco converted 
into cigarettes in India may perhaps solve the problem. I tliiiik the import 
duty (Jii manufactured tobacco is suflleiently heavy at xivesent, 

Q, 137. — I agree that duties on inheritance or succession should he 
among the first to be considered, if it be necessary to find new sources of 
taxation. 
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Q. 138. — The three i)rincipies eiumei 
of 111 evolving a system of taxation on 
In tlio case of succession by survivorsli 
siiccecd to the deceased need not count, 
winlo alive, might bo taken as ecjuivale 
inlioritanco, the relationsli 
wiii be material in a graduated scale. A 
its part, 

Q. I‘I0. — The schedule of rates in ai 
but wo must prepare our own schedule • 

Q. 141. — I have already stated that < 
or siiccession by survivorship. Clauses (I 
province, 

Q. 142, — I accept the proposition stf 
question. 

Q. 143. — j do not know if the diffic 
quoted in the question is peculiar to 
difficulty is not insuperable. Especially, i 
value ai'o to be oxemptod. Sir James Step 
can no ioiiger bo said to apply to pres 
land was extosisive and population spar; 
male members as i^ssible was a source 
tiie lioad oi a family was an indispensf 
albogcUier ebangod. Education is spread 
ranniy are often considered to be clevore 
generation. I do not think that the cleatl 
HI many cases, make any difference at 
coiisuhers uiiaiiswerable may perha]rs ari.«; 
the death of the head of the family, the 
are not wanting of a capable female in 
aft airs thereof. I cannot, therefore, sub;- 
tained by Shah in his })assage referred t< 

Q. 144. — Some movable property wi^ 
wiion it is^ remembered that the biilk oJ 
that very little money is generally iiivestc 
in jewels for females which will he streec 
therefore not taxable, evasion of anv are 


y. 14/.— I should prefer the method of the Eeform Scheme 
to nlnch separate sources of revenue are allotted to the Federal' 
Government, and others to Provincial Governments No don t 
qnestwti ol subventions or contributions to^ the Central Gov. 
tacked on to this financial distribution, Iiut this vas only as a 
measure. ^ It tvas expected that, in the fu]]nes.s of tiine, the co 
ttoiilj disappeai and the Central Govornnient would have its own 
vjile the provinces would have their own. The objections noin 
annexure Q are _ no doubt real, but if contributions S be limi 
extuioidinaiy circumstances, it ought not to be dilBcult to so 
sources of revenue between the Central Government and the nr 

tile other during norinil vea 
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he ])ruvini*ial or central nccordiiig to the oausc of demand. J inn.st thm-e- 
tore eonsitler tliaL ]tlan Xo. is about tlie best. As pointed out in annox- 
lire Q, contrilnitions or suhveiitions ina,y bo imavoidabie, but they need not 
1)0 a pcrrnanent feature of the fiiuineial system. 

Q. 148. — The danger referred to in this question is not likely to occur 
often in India. Xo doubt, the central revenues are to a certain extent 
dependent on fliietiiations in trade, but they are not the only sources 
of revenue. They have a wide held, which w-as not tlie ease in ■Sie 
quotation from Ihillock referred to in the question. Embarrassing deficits 
Juive been common enougli with, tlie Govermnent of .India, since the intro- 
duciiori of the .Reforms. I do not know whether this year's iinaiicial 
eoJidiiion may he one of emliarrassing surplus, but these surpluses aiul 
deheits (‘iuinou aUogeiher be avoided in a country like India. There were 
huge surpluses dui’ing the time of Lord Ciirzon’s viceroyalty, and I well 
rem('inb(?r the late Mr, Gol luiiehs attacks on surplus budgets. While every- 
one must <lej)iore ^ ^Tlie dreary alternative of ernbainaxssing surplus .and 
emhari'a^-sing deJicits”, it niiist be recognized that — do what we may — 
we must be j>re])a red lor occasional windfalls and unfortunate set-backs" in 
this country, vhatei'er he the uiianciul i‘elation;|^ betiveen provinces and 
the Ckmtral Government, and ’wlnitever changes may be ejected in the 
s<.uirces of r'cvenue alloited to each. .It is difficult to say that most of the 
j’ovenues slnndd he steady and certain. Take, for instance, the tw’o main 
revenues of this p]-o\ince, laud revenue and excise on liquors. The former 
depends upon good .seasons and timely rains. ^ If fainine breaks out, an 
embarrassing deficit will have to he faced. It is more so in proviiiees like 
th^ Central Provinces and the Bomliay Presidency. This is so in the 
case of excise duty on luiuors also. Ihissyfoot Johnsons are not ■wanting 
ill this countiw. It they had nob succeeded, there are reasons. Total pro- 
hibition is gaining gi'ound every clay, and temperance reformers are always 
on the alert. Xoi only us there the danger of fluctuation in this revenue, 
as recent events ancl the activities of the non-co-operators have amply 
demonstrated; the future financier of India must ahvays be preparecl for 
the possible contingency of tin's revenue being xvipecl out altogether. How 
then can it be said tliat the possibility of embarrassing sur]duses and 
deficits is the direct result of the division of sources of revenue now ob- 
taining? f. am not unaware of tlie present difficulties. The demand of 
Bombay and Bengal for further roveiuies or for a share of the income-tax 
is as much justified as the claim of Aladras, the United Provinces and 
tlie Punjab for tlie effaeement of the provincial contributions. But these 
are necessary evils. X"ot that balancing factors cannot be discovered wiiich 
rnight to somc‘ extent make u]> for this Ginharrassing element. For instance, 
if an exci.se duty or export duty is levied, sajq oh jute, and a portion of 
the revenue is given to Bengal, tlie rest going to Central Government, 
a solution could have been arrived at, which might, to some extent, relieve 
Bengal and minimise the force of hei- complaiiit. But as pointed out in 
another portion of tin's evidenee, such a course will be rather unscientific 
and might lead to complications. One great advantage of the present system 
of the separation of the sources of revenue is simplicity — a' virtue which 
cannot ho admired t(»o in nch in any sysiem of taxation. If yon are to 
set out in quest of balancing factors, I have no doubt you will discover 
many--and very usefri] and advantageous ones they will be. But then, you 
cannot avoid (‘omplexity which is nob desirable. 

Q. The commercial ].>rovinces complain that the present division of 
sources of revenue is unfair. To tins class belong Bombay and Bengal. 
Agrit'ultnrai provinces are satisfied with the present division, but the 
advantage they have got is taken away by the heavy contributions demanded 
of them. The Punjab, the United Provinces and Aladras belong to this 
class. But it ought not be difficult to improve upon the present division 
by some small changes, by which the agricultural province's may lose one 
or tivo sources, accompanied by the abolition of eontrihutions, while some 
new souri'Cs ol revenue ]>(‘cnliar to the commercial provinces mav lio 
tapped to tiieir advantage and that of the Central Government. Experience, 
so far gained and likely to ]>o gained in the near future, can suggest means 
of a fairer distribution which can reduce di.senuteiit to a minin'nim. 

Q. 150.“~“Tt is possible, but at the expense of simplicity. 

Q, lbl.~.band reveimc s,liouhl always bo a source of provincial revenuu. 

Q. .152. — \ entirfly ae<*ept that taxes on exports and imports sliould go 
to tlie cenlr.al cx<‘liequer. 

Q. 153. — I do not Uiink that, simply heeauso a particular province ha*^ 
the tuonopfjly of lU'oducing n certain material, excise duty on ihat material 
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should go to that pruvduce. That principle can be ca 
lien gal vraiits all the revenue from an excise on jiiio to 
not "jMadras claiiu any excise on cotton, hides and skin 
herself? If a tax on Malabar tiles and bricks be levied, 
go to that district alone? .Bui I will nor push my c 
If such duties or a portion thereof can ho utilised as 
referred to in my answer to Q. 14S, I will accept xiie 
ill this question. 

Q. 154.— The case of excise, that is,^ iibkari, liquo 
Theoretically .speak.iiig, all excise duties aie 
' ?,s tlicrefoi’c are borne by the pe 
ill the case n>.f licpiors, etc., tlie c 
, but the consumers in tliis case _lia 
lit , that tills ' 


different. 

sumer. Export dutic 
article is exported, i 
wise by the consumer, 

of the province. Thevefore, it is only ri. 
to the provincial funds. 

Q, 155. — T would appiv the sause pinneiple in tlie case oi iobacco also. 
That is to say all toi)a(*co‘ locally con.-nimed dnoiild i>ay tlie provincial duty. 
All tobacco exported from the province, v.betlier it be to sister jirovinces 
in India or to tlie Indian States or tt) foreign coiiiitries, should pay oxinse 
dutv to the centra] exchecpier. I am not aware of any complications in« 
volred in sudi a sy.stem. Bat 1 foci that it is ba.sod upon sounder 
pirinciples. 

Q. 15(5.™ While agreeing that iiieome-tax .-liunkl be centrally ad- 
ministered, I do nob see any objection to the succo>sion duties being ad- 
ministered proviucially. 4’horo is an essential ditfcTcnce between income- 
tax and succession duties. In the case or iiiooinc-tax, tliose that pay the 
largest trax will generally have inter-iirovincial transactions. ^ But in the 
case of succession duty, inter-provincial trade plays a very minor i>art. I 
mean to say that tlie bulk of succession duty will be derived from immovable 
property within the province. Traders also will pay succession duty, but 
that will be very small when compared with the duty payable by successors 
do' , real estate. 

Q. 157. — StJiuip duties, so far as tlie above reasoning is considered, 
are nearer to succession duties tluui to Income-tax. I would, therefore, 
treat them as provincial, tind in this i*e.spoct f make no difforeneo between 
judicial and general stamps. 

Q. 163. — The monopoly referred to in the quotation from Mill is per- 
haps unavoidable in. the case of the services me.ntioned — post office, etc. 
In a country like India, perlnq^s railways can ])e, or ought to be, added 
to the list "of the .subjects, I am aware that in England rival railway 
lines from one ])laco to another are laid and woi*ked. I do not, however, 
think that such a rivalry oi- competitive train system voiild be possible or 
desirable in India. T do advocate State enterprise in siuh services. It 
is part of a scheme of nationalization, so mneh {iclvocatcd by a section of 
modern politicians. How far the revoniie.s derived from such, service.s can 
be treated as taxes is a matter of controversy amongst economists. But, 
to the practical financier it is a source of revenue ubicli lu' cn.n ill-afford 
tOvlose. 


Q. 165. — To a certain extent, salt, alcohol (spirits, litpiors, etc.), opium, 
(jewia, hhang, explosives, quinine, are at present- monopolies of the (loveiai- 
meat. I do approve of the monopoly of the idiove . articles, but 1. 
do not propose to extend the principle of monopoly to any other article. 

Q. 168. — It is no doubt true^ that in recent yeai*s the land revenue staff 

is to a certain extent freed from soino^ taxation functions. Thus, the 
Bevonue Department is now not undertaking the work of assessing income- 
tax. But the collection of income-tax is still with the Keveiiiie Deinndmeut, 
In fact, so far as I am aware, all work of collection — ^^vhatevor be the 
revenue — has always been, and is, to tliis clay clone by the Beveinie Depart- 
ment. Hereafter "also, the Revenue Department alone will have to collect 
the old taxes as well as any new tax that may Iiereaftoi* bo imposed. As 
regards other taxation functions, it depends upon Uieir complexity. Taxes 
on tobacco, for instance, can. be managed by the Revenue Department. 
In fact, each (‘ase must be considered by itself. 1 <lo not tliink tlio rei^eiiue 

staff is ekicCf^sive for its present duties. But it ougid. lo be possible to 

.entrust them with some more work in ilicir line. 


Q. 1(59. — Ex])erionce bu far gained in the administration aftoi’ sepa- 
ration of excise from salt is perhaps not sufficient and long enough to 
e!iable us to draw any conclusion. I have however heard complaints that 
difficulties are being experienced by tlie people in the salt administration. 

Q. 171.*— -This is perhaps part of a larger problem. Experience of 
America has taught that an honest and efficient administration was im- 
possible. whei'c pu!)!ie servants liad to look to their promotions or even 
permanency in service, to their loyalty to the party in power for the 
time lieing, The appointment of a Public Services Commission contem- 
plated by section 90 (c) of the Government of India Act is perhaps the 
result of’ .sik‘!i experience. My own experience both in the Goveiaiment of 
Madras and In the local lioard and municipal adinimstfation.s left no 
dmiht in my iiiind that, for a proper and efficient administration, all 
pu}>lic officers slinuld ]>e indepcmdent of electorates or their representatives 
as far as possible. Taxation officers can be no exception to the above rule 


Sir K. V. Beddi g*ave oral evidence as follows 

The Q. — Yon hold for some years the Development portfolio? 

A.— Yes. ■■ 

Q. — You ui*e now a !Mem!mr of the Legislative Council? 

A. — Yes. . . . 

Dv, Furanji>tie. Q. — A\diat cle]mrtnients were you in charge of? 

A. — Industries, agriculture, co-operation, veterinary and one or two 
minor subjects. 

Q, — ^^Vere you in charge of excise? 

A.— No, 

Thp rresitjenf. Q. — AVo have not been able to obtain the estimate of the 
agriculturui w'ealth of tlio Madras Presidency referred to in your reply to 

q: 2. 

A. — It was a pamphlet published by Mr. Sampson : I ean send yon a 
copy w'hen I go to Madras. 

J)t\ Jljiih.'i'. Q.— In answer to Q. 10, you say: “J am not enamomed of 
the distinction hetw'een tax revenues and non-tax revenues’'’. 'Will you 
please substantiate that statement? 

A.— I was only tlj inking of the fact that it is more or less a seientilic 
distinction. In practice, so far as the financier is cojicerned, lie gets iris 
rc.venue colleiTed, whether it is iax revenue, or non-tax j*evenue. 

Q. — Sui)posc the municipality of Ootacaniund ran a service of motor 
buses from iiere to Cooiioor: I have to go to Coonoor and make an agree- 
ment w'ith some motor-driver to take me for so miieli. When the Government 
does thai.. Government} charges tlic same amount. MTiatever I may have 
to pay to the municipality of Ootacamund for carrying me from here to 
Coonoor, would you call that a tax? 

A. — So far as loc^al bodies arc concerned, that distinction obtains; but 
take the higher case of irrigation or railways or post office. It W'ou’t Ito said 
they are not taxes. 

(L — Take the case of the post office: in so far as Govenimeut obtains 
more than is tiecessary to compensate it for the efforts and sacriiiees it 
makes, to that extent the extra revenue would be in the nature of a tax, 
hut the whole revenue would not be a tax. 

A. — It is so, scientifically speaking, but wliat does it matter to the tax- 
payer? 

Q. -The people wlio use Ihe roads or the railways or the telephones or 
the post office or the motor buses get a service and pay tlie price. If it is 
au excessive pi'ice, that excess w'ould constitute a tax. 

■ -A.— I agree. 

The Vi'esuleni , Q. — You coiutude your answer to Q. 8 by saying, ^AVlion 
iliat stage is reached it will be easy to conduct an ecomiinic survey vdlh 
the accuracy almost of ihe ])opulation census. Any enrlior attern])t will bo 
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doomed to failure and will onlj" end in onornioiis cost.’’ Speaking as an ox- 
Minister of Agriculture, do yo\i hold that there are no materials on which 
we could base an estimate of the incidence of taxation at present? 

A. — There are no reliable data. 

Q. — It would take 3 ^ears to get anj" reliaJjle data? 

A. — AF.y scheme is that the co-operative soc‘iet.y system must first establish 
itself ill tlie eountiy. 

Q.-— So far as this Committee is concerned, we can only go on general 
considei\ations. 

A.— Yes. 

Dr. Ilyder. Q. — You are of opinion that a bare return on capital in- 
vested should be tiie ideal as regards commercial undertakings? 

- A.~Yes. ■ ■ , , 

Q. — ^IVhat is your view with I’Ogard to ivn ter-rates ? ^ 

A. — [ have accepted the view that water-rates in ail cases should include 
only so much as is necessary to recover the interest on capital invested after 
providing for depreciation, etc. 

Q. — You will take each case separately? 

A. — Yes. 

Q. — You will nob have uiiifonii latesP 

A. — No, because in some cases the rates will have to be different, e.g., 
an old scheme, like the Godavari costs hardly aipything at all, while a new 
.scheme like the ]Mettiir project may cost more. Tnless you charge Its. 9 or 
ils. 10 an acre, you may noc recover j-our costs. In. a project in the Nelloro 
district, they had to collect about lls. 15 or Rs. 20. Each scheme iiill have 
to bo treated on its merits. 

Q. — ^You are of opinion that the rates charged in the Godavari and 
Kistna districts are more than aderp.iate? 

A. — Yes. 

Q. — They are ratlier high? 

A.---Yes. 

Take the ease of a man who inve.sted money in land in the Godavari 
and Kistna di.stricts sixty years ago; he miglit originally have invested only 
a thousand rupees, but'that land nuiy be worth at the present day Rs. 60,000. 

A. — Yes. : : 

Q.~yWhy do you tie the bands of the State which represents the general 
community? Why should not its schemes also have the same advantage as a 
private man who invests money in land? Why shouldn’t the State "charge 
more and take a higher capital value for its Whemes, just as a man who 
built a liouso sixty years ago in the Godavari and Ki.stna districts will bo 
getting more money? 

A. — Tlie primary function of irrigation is to increase the production in 
tbe country, to give you more food-supply and increase the national wealth. 

Dr. Faranjpye. Q.— Will production he affected? You can always 
charge such rate as would ho allowed presided that rate i.s not so high as to 
keep land out of cultivation. 

A. — My contention is tliat tlii.s increase of national wealth is a sufficient 
reason why the State .should bo satisfied with the present rate. 

Q.-- -Charging high only means different distribution of the -wealth. 

^ A.— You should not kill the goose that laj'S the golden eggs : you ought 
to induce i^eople to take to iiwigation. 

Q.— It is understood that in a ease like tliat such high rates will not be 
charged as to deter people from taking water. 

A. — is so. 

Q. — ^Within that limit production will not be curtailed? 

A.—It is not nece3.sary that production should bo curtailed, but it should 
be the policy of the State that in matters which conduce to the national 
wealth It .should not introduce any impediments in the way. It should be 
the policy of the State to onci>ur«age such things. 
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Sir Percy Thojtijir'>n > Q. — I don’t sco iliero is any qnostion of encoura^o** 
jneiit or disco uraj^oraent. -Suppose you put watei’ on a man’s land and yon 
ijicreaso its value hy Bs. lOJ: you only take Bs, GO or Bs. 70 of iiiose 
rupees. Giving water to tiiat land is encouraging production; sOj that man 

■is ..more ■wealthy? ■ ■ ■ 

A. — I shfjiild consider tkat to bo tlio function of a private citi? 50 U or of a 
eoinpanj’j l>ui the State’s functions seem to me to be different. 

Q. — Here is a lumefit vrhidi is given ]>y the State and at the State’s 
expense : wliy , should it be given to selected individuals who liavo ilieir 
land ill such a position as to get irrigation.^ 

A. — After all, the Str.to’s money is the nation’s monejp and I don’t see 
why you should cake ironi one paidicuiar section more than what it costs 


(p — .Because you don’t do It to everybody: you select particular indivi- 
dinals to wiiorn you give tins heneilfc and you should charge a rate com- 
inensiirato with the value wliieli tliej^ get. 

A.— I don’t agree, because it does not satisfy tlie ground of equality of 
payment. 1 niojin that every man who can afford to pay should pay his 
share, you take, a larger .share from one particular coinmiinity than from 
anotl'ier. 

^ Q.— Why slioiikl you give a' man tlie beneht of'Ils. -lOO for no effort on' 

liis part?' 

A. — 111 the first place, I do not agree that there is no effort on his 
part ; ho has to do a large ainoiiiit of work, his faniily Iielps Irim and lie 
uses his cattle. He invests his own money in it, 

IJr. Paranjjjye, Q.—Whut -we are talking of is the net return and not 
tlie gross return, lis. 100 is the net additional return after allowing for 
all expenses of cultivation. 

■ ^ A.,. —I have yet to come across .an acre, of land wlri eh ■ earns. Bs.. 100 after 

allowing tor all expenses. 

: ’Tke^/Pf^sid^^ Q.— May '-we , take an ex.treine ease?' Siqipose you have 

land tu w'hieh mature supplies water witliout any co.st to Government at all. 
Ion are going to charge the man tlie dry rate only. Is that not a reduefio 
ad alfSirrdiiui ? ' ^ 

A. — ft is not. 

Q.— if nature supplies >mi wdlli water free of charge and you are alile 
to grow a wet crop on the land, although Government pays nothing tor 
the water, it .is; a.sses.seu wet in the .settlement, not dry. 

^ A.— I do not know whether under the recent Irrigation Act that is the 
ia,w« ■ ' , 

Q-' It assessed as wet under land revenue. 

A. Wiitm yon have power to tax land as you please, you may do it. 

l)r. Jlyder, {}. — jt is a case of tlie land giving more returms: Govern- 
iTore whicli gets its irrigation by nature and produces 

A.— On wlmt principle Go'vernment takes more I don’t know'; thev do 
not spciia any money. *" ‘ 

Q -On tlie same pririciple that if twjo people have to do a piece of 
work, tiiG stronger man w'dl be given the heavier part. 

4 , I can understand it a.s a tax on income, but w’liere I am paving 
uind tax and the boiuitiful iieaven gives my land w-ater, j'ou have no rmht 

to tax it again. * 

The ] residenl. (}.— Rut your land tax i.s a .share of the produce of your 
land, whetlier wer or dry. * 

A.- — I must dispute tliat position. 

,,.u,v’Vk* I.ov.-er Burma where an enormous area is 

cupA.'ittu iincier riro. rnero aro no irrigation works, the water beino. pro- 
vnloil tiy nature. 1^ you iiietm to say that it should pay onlv the simo 
rate as Ury land m Upper Burma? - 

A.— T don't . beeanse ,rou bare your farams for land tax. 


Q. — You take a. joiiib return of the laud j)h(s water P 

A.— Just as vou tax better land with a higher taram^ so also you tax 
those lands at a higher rate than others, but you cannot tax them with any 
irrigation cess. 

Q. — H.ave you any objection to the cliargo for irrigation Ijciiig treated 
as i)art of the cost of cultivation for land and then taking a land tax based 
on settlement iirincii^les on the net return that is left? 

A. — I do not accept the x)idneiples generally now followed; possibly in 
the next Bill (that is now before the Council) this will ])e decided in dug 
province. I do agree that Government have a right to obtain a certaiii 
amount of tax from land: that depends on the land itself. Unless, however, 
you do something hy way of irrigation works, this sjiecial tax (called irrigation 
cess) ought not to be levied. 

Q. — You represent a constituency which almost entjrely consists of per- 
sons interested in irrigation under the Godavaid and Kistna deltas. 

A. — That is so. 

Dr, Paranjpyc. Q. — ^Would you be quite reconciled to Laving different 
rates under differen t schemes ? 

A.— Yes. ■ ■ ■ 

Dr. Hijder, Q.-— You will have this state of affairs; that the more 
favourably situated laud will pay very little, while that covered by the 
Mettnr-Cauvery scheme will x>uy Rs. 15. Is that fair? 

A. — It is fair in the sense that because Government have invested large 
sums of money, they are entitled to recover interest on that money. 

Sir Percy Thompson. Q. — It does not matter to the cultivator what 
Government sx^ends on the project : all lie looks to is what benefit he receives, 

A. — I view it from tlie nation’s point of view; the State is supposed 
to represent the peoi^le and to spend wliatever is necessary for the nation. 

Q. — Not for a x^articiihir class of people? 

A , — That is true : in this pai’ticiilar locality they happen to he payers 
of a particular tax: others pay income-tax: others pay some other tax. 

Q, — There are certain general taxes, 

A. — AR principles of taxation, I suppose, are based on this, that 5 ’ou i^ax 
only for what is necessary for the administration to be carried’ on effectively 
and ^ efficiently. When a particular deparbnient of administration can be 
carried on at a particular cost, there is no justification for taking more, 

I>r. Paranjpye . — The division into departments is only for convenience: 
Government is all one. 

Dr. Eyder, Q.y-In irrigation schemes it comes to this: if you limit 
the charge you limit the xiower of the State to undertake beneficent 
activities. 

A. -I do not agree there : if statesmen realize their resxionsibilities, 
they ought not to limit it to that condition, Thev ought to devise means of 
improving the national wealth and find out means bv whicli the national 
werdth could be increased. 

Q. Taxation which will serve the national wants can only come from 
cerfain sources You tie the hands of the State in respect of certain 
sources: docs it not come to this: that you starve the people in respv>ct of 
some moties of development and you over-indiiige them in others? 

A.- I can understand a special cliargc if any national emergency occurs. 

Q.yy I am not talking of an emergency. I am talking of a matter 
in which you are perhap.s very; much inter^Bted. For instance, the spread 
of elemcnbaiy education in this Presidency. Where is the money to conu' 
trom r 

A. — From various sources. 

Q. You put a limit — ^the bare return on the caxiital. 

A.-;“Only on the undertakings made by the Government. L do not put 
any such limit on the land tax. 

Q.— We have been told by some of tbe witnesses that land cannot be^.r 
any more Inirden." ' ... 
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A . — So far as onr provinco is con corned . we are paying the largest 

a.iiK)iint per acre. 


Q. — If this is so in respect of land revenue and if you tie the hands 
of the State in respect of irrigation and if" the income-tax people cannot 
bear more, liow is the national, development to go on? 

A.— In the first jdace, I do not admit that the income-tax peox>Ie 

..cannot bear more. They can pay more. 


Q. — The income-tax people will say the same with regard to the 

agricultural people.. . . 

A.—But you have to judge how far each ease is just. Each represents iiis 
own case. I have spoken about the death duties. They will affect the 
lamlliolciors ; they will affect the Kiira.vdars. Not that ^ I am unwilling to 
pay if a now source is found. But so far as irrigation is concerned, T 
think it is not fair io got more than what is necessary. 


])i\ Pujvnjpye. Q.— DonH^ you think that ail iringation schemes should 
be considered as a whole? 


A. —Different schemes will have to be viewed in different lights.^ In fact, 
our Irrigation Bill is based upon that. vSuppose one scheme requires to be 
woj*kod with a capital which will give a return of G per cent and it wall not 
pay unless yon charge Bs. 9 per aero, though in other cases it will pay 
yon if you charge less. Then in tlnat case I am prepared to pay Rs. 9. 


Q. — Take the post office. Suppose you want to post a letter from 
■^fadras to a place very near Madras. You will have to pay one anna 
for it, Ijecause other lettei's from Madras to Simla have also to be carried 
for the same rate. Therefore, you put on an uniform rate of one anna. But 
will it be p3’oper to say that letters to places near Madras should be carried 
cheaper?' 

A. — The analogy does not hold. These irrigation schemes are limited 
io particular local it ies. How c«an a rate in the South affect another in the 
Nortli? 


Q. — The Government as a whole has got one irrigation system. 

A. — I do not agree there. They are different schemes altogether. 
Q. — They are of the same department. 

A. — The fact that one agency works it does not mean that. 


Q.— Exactly so. The saine argument that applies to the post office can 
bo applied here. 

A. — I do not know whether tlie universal systeni of post offices could 
bo compared witli the system of ii-rigation which is limited to definite areas. 


Dr. llijilf.r, Q. — When wei'e these rates revised in the Ivistna and 


G odava ri districts ? 

A. — A number of times. 

Q. — ^Whon was the hist occasion? 

A.— 1905. ■ ■ ■ 

The rresithvit. Q. — In reply to Q. 21 you siiy, ‘Tn the same way in a 
country like India where the taxation is already unbearable, not because 
it is higii but bc'caiise tlic country is x^oor. every new tax is bated’ h 

A.— Yes. 


Q. — ^Yoii lay down certain conditions before a new tax can be raised? 
A.— Yes. 


Q. — What we have to encpiire into is the system suitable for an ideal 
form of Goveimmenfc. We have not to consider whether there is res])03isibie 
government in the Goveimment of India or anything of that sort. 

A. — Of course, it is left to you, I cannot interfere with your functions. 
But I think that any proposal for a system of taxation will have to take 
into account the practical difficulties in the way. I suppose the object 
of your recommendatioris is that the Goveriimont of Iiidia should follow 
them and put them into praeti<‘e. 
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Q.—T do not tliink we to qijalify a proiio^^al For 

hecanso oF the present transitional Riap^e of Government. 

A. — .1 Iiave r.otliing to say. 

Jh\ lliicfer, <).— Ton don't like poll tax? 


Q. — Suppose the rich people in the Kistna and Godavari districts had 
to pay a heavy poll tax ior the spread of education among the poorer 
classes in those districts. Would yon ohjeefc to that? 

A. — ^Yes. You can take the amount in another form; but this poll 
tax has got a certain insinuation about it. 

Q. — It is a Cjuestion of transference of jnoney from the richer to the 
poorer classes. 

A.-- i have no objection to that. You can have iiu'reased tax on 
agricultural income if you give permanent settlement. 1 am perfectly 
vdlling that yon >shoidd take as much as we deserve to pay. I wish it 
to ho understood that I am not unwilling that my 3 >eo])ie should contribute 
for national expenditure in accordance with their ahility to pay. I only 
object to the form. I object to the poll tax. Ton can have other forms of 
' taxation. 

Q. — ^Wiiat other forms? 

A. — Death duties, succession duties, incrensed income-tax on agricul- 
tural income abeve a certain limit in case permanent settlement is f^ranted 
and so on. 

Q,— 'Permanent settlement? 

A.— Yes; wliore is the difricnlty? fn Bengal yon have got it and why 
should you not have it liere? 

Q,— If you have a permanent settlement, you are depriving the com- 
munity otornally of all Increases which belong really to the comihuTiity. 

A. — Then why not abolish the permanent settlement in Bengal? 

Q, — ^\Vhat has been, has been. 

A.— That argument does not appeal to me. 

The Fresklent. Q . — 'Wiai yon propose is that you should standardize the 
present assessment and super-impose an income-tax on agricultural incomes 
above a certain limit? 

A. — ^Yes; standardize and equalize. 

Q. — ^You don’t see any difficulty in times of emergency in adding a 
percentage of cess to that? 

A. — That will always be there. If there is war, for instance, everybody 
must be prepared to give what he has got. 

Dr. Ilyder, Q. — Why is the salt tax very objectionable? 

A. — It is more political, 

Q. — On theoretical grounds, there are no objections to the salt tax? 

A. — Our old theory is that necessities should not ])e taxed. 

Sit Percy Tliom.psmi. Q.—Do you agree with this: ''Under the Madras 
ryotivari system land revenue is a rent; in theory it is approximately 
half the economic rent; in practice, it varies from a small fraction of such 
economic rent to a figure which approximates very closely to the wliolo 
6(?ouomie. rent”? And would you standardize that? 

A.—I do not agree that it is rent. I do not agree with that state- 
ment. But there are cases in which the tax is lower than it ought to be. 

(J. — It varies from a small fraction of the economic rent to a figure which 
approximates very closely to the whole economic rent. 

A.~That does not apply to the tax paid during the last 20 or 25 years 
I have invested all my earnings in liuid : and I don’t get as much return as 


Q. — It is llie dillerentiai arLing troin cnl lira ting a parijcular 

pieco of land over and above the profit arising from cultivating land whicb 
is on the margin .. of cultivation. ■ ■■ . . 

A. — Thai is what is left to the actual farmeri' 

Q. — No; it is what is left for the landholder. It is the suri)Ius. 

A.~™Snppose I invest its. IjOhO, in land and I get a retnrn wlii^-h 
wotild be Jess than what I would get had I invested that amount in a bank, 
I consider that '[ am not getting my economic rent. Jt ma.y not bq 

■scientific. * ■■■■_.' ■ '■ 

]Ji\ Paraujpue. Q.—You consider It as a return on \oiir inresinieni. 

A. — Your doiinition iiiay be more scientific; but mine is practical. 

Sir Pereij Thonijistui. Q. — When yon do charge the economic rent, whai 
you do is to leave the tenant iu exactly the same position, as tise man uho 
is cultivating the land on the margin of cultivation. 

A. — How far that theory can lie introduced in this country is a matter 
tor the Committee to decide. 

Q.— The statement here is tJiat Jaiid revenue varies from a very small 
proportion of that rent to almost the whole. You are really prepared to 
standardize the inetxualities by giving pennaiiont settlement? 

A. — Standardization, I agree to. Jhit I do not accept the definition 
of economic rent. Other factors will have to lie taken into account. It 
is iniroiy a Western idea, which is not mncli known to ns. 

Q. — But it is there. You cannot get away from lliat. 

A, — ^^Wlien, people have invested money and have entered into transs- 
actions for generaiions together and have incurred resiioiisibiiities, I do not 
know’ if theories should disturb them. 

The President, Q. — You agree that in certain cases the land revenue 
of the small cultivator with one or two acres soinetlmes even encroaches on 
his w’ages? He is not able to make a living on that land. 

A.— “That contingency does not occur iu my district, imt such dilficulties, 
no doubt, occur in the dry districts and some otlier ijlaces. 

Q. — There are cases of that kind; and the cuilivator can hardly make 
a living out of his land. On the other hand, m a perm aneiitiy-set tied area, 
the kist h.6 pays is a very siuali jiro portion, ni' tiie return t.rom tiie laud, 
Again even in ryotwari areas, in a district settled 20 years ago, the 
revenue may be an extremely sniall proporti'y.n of tlie tireseiit return from 
the land. 

A. — Tiiere may be very few cases of that liind. 8o far as my districts 
are ooncenicd, 1 do not think any such cases arise, i do not admit that 
in the last settlement we were ligiitly taxed. 

Q. — We heard tiie A.dvocnte-Gehcral and T. Hesikaelmriar tkite 
morning, and we were toid that the 'l aiue of certain iaiuls wa.’s one liundred 
times the land revenue, that llie land reveniie is a small proportion ot 
the return, 

A. — do not deny that; Juit tiiat does iiui iieccssariiy imply that the 
tax is very lown 

Q.- That is wdiy it is stated that it varies jj'oin a small, proportion 
oi the economic rent, that is, between large, prosperoii,>, cxiUiivators and the 
poor man with bad land. And would you standardize that? 

A.—Wliat is now obtaining in my district is already standardized. You 
don’t find inequalities in my district. I ivoukl standardize iu this sense; 
that 30 years ago it •wa.s taxed, I do not insist now that the old tax 
fixed 30 years ago should be continued. The land will have to bear a 
little more. But tlie trouble is that 30 years ago one district was settled. 2(J 
years ago another district ivas settled and 10 years ago some other district 
w'as settled and so on. The rates would naturally be different, i wmuld 
like to value the whole thing tonlay; and if to-day by some process we can 
fix the rates for all the laud, I would prefer that. 

Sir Fercy Thompson. Q, — -You would not standardize those inequalities; 
but you would have a fix'sfi valuation and assessment and standardize that? 

A. — l[m> 
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Q. — You say that “the Indian super-tax on companies in its present 
form is justihable”. Why do you say so? 

A. — I do not see any inconvenience in it. Companies, generally, when 
they get profit, should pay something to the State. 

Q. — It is the shareholders that pay. Witli regard to the super-tax, it 
means that the poor shareholder i)ays just as much as a rich shareholder pays. 

A. — I quite understand that. There are poor shareholders and they 
pay some tax. But in x>i'actico the difficulty is not very great, Tiiey may 
lose a few annas. The State should be carried on; and would it not be 
difficult to ai)p roach every man? The inconvenience involved in the collection 
ot‘ the tax would perhaps be eoimterb a lanced by this. Conven ience is one 
ground of justification, 

Q. — There is something to be said on that poiui, Tbere was a siinilat 
tax ill England called the Corporation Profits tax and that was abolished 
largely on the ground that it hit the poor and the rich alike. It liit the 
man who earned an income under Es. 2,000 just as much as a man who 
earned an income above that. I was going to suggest that you should 
charge on the whole profits. You may have a poor company" with rich 
shareholders and a rich company with poor shareholders. 

A. — How can that be a factor in determining the tax to bo levied 
on the x>rofits? 

Q. — It is the individual shareholder who bears it. 

A, — ^He bears it only on the share lie gets. 

Q.— At the same rate as the rich man? 

A. — So long as the profit is the same. 

Q.~The argument which you are using, if carried to its logical con- 
elusion, would mean that you should not graduate income-tax. The super- 
tax on companies falls with equal lieaviness on the rich and the poor. Iffien 
why should you graduate income-tax? 

A.— I certainly apxu'ove of graduation; but my point is this: so far 
as the companies in this province are concerned, they are very few' in 
number and the majority of the shareholder^ are richer men. The poorer 
classes hp'e no idea of purchasing shares in companies at all. Except 
perhaps in districts like Coimbatore, wdiere there are cotton mills, on the 
average it is the richer classes that go in for these shares. For instance, 
I know of nobody in my district who has shares in the Imperial Bank. 

The Fresidenf. Q.— -Anybody who has shares in the Eajalimundrv cotton 
miilsp . . . 

A. — Only recently. 

. Favey Ihonipsoii, Q. — ^With I'cgard to agricultural incomes, you 
think the present exemption ought to be continued. Subject to this, you 
tax the absentee landlord? 

A.— Yes. '■ 

Q.— How^ exactly w'ould you define ^absentee landlord'? 

A.— One who does not normally reside in the district and actually culti- 
vates himsell. For instance 1 am one. J am practising in Madras as a High 
Court \akil. ® 

Q.— Would you treat him as an absentee landlord if lie lived in the 
village? 

A.-~lt is difficult. If his lands are too humy and if he leases out some 
Janas, l do not know whether we can adopt that principle. 

Q.*— You still tax him i‘n the absence of permanent settlement. 

A.— 'Yes. I gave some political reasons for that. 

. capitalists and pro. 

A.-7-Tes. 





sliWitiS' 


A.— it is only because wo get a good yield from land, that we go m 
lor it. We do not deny that. J, tor instance, have invested inv earnings 
in land. 

Q. — Is it because of the fact that there is no income-tax on agricultural 
incomes that you have done so? ^ 

A. — Possibly that idea is never entertained.’ For my part, I purchased 
the land hit by ])it. Speaking purely from a personal points of view, 1 
tiimk there is justification in taxing these men. 

Q.—You do not like the arrangement under which you pay the tax 
^)n the profits of the preceding yeiu*? 


h!*" '■ in your case, is it not a fact that the previous year wlien 3*011 
made an income of Rs. biyXiO, you did not pay on Es. 50,()00? 

A. -lly hieome-tax vas deducted at the source. I took charge as Minis- 
ter on the Ibt November 1920. 1 paid ineoine-tax that ^^ear. Then again, in 
1921, in 1922 and in 1923, 1 paid it. Thus, I paid for four years for 
being in charge of the office for only three years. 

l)r, Faranjfjue, Q.—But only for a fraction in the first year and a 
iraction in the iourth 3 ’ear. 

A. li a man, is taxed lor what he has earned, whatever bo the 
process, it is well and good. Let him not he made to i>ay more. 

Sli' Fervi/ Thomimu. Q.— ■Y'oii realize the difficulty : with regard to 
Government servants, you know what their income is and you can cliarge 
on the income earned during the year. With regard to profits from 
trade, 3*011 have to wait until the end of the 3 ^oar and that means you 
never get income-tax in. the year in which it is earned. 

A. — Then the two taxes must be distinct, and a separate charge should 
be levied on cadi. 

Q.*— You get the same thing even if you charge on the average of the 
three preceding 3 "ears. 

A. — Yes. 

The Frestilcnt. Q.— Under Q. 26, you say, 1 ‘I agree that every 
her of the community shauid pay some tax, i’ '' " 

he should be able to pay”. P ’ 
the aceurae 3 * of the assumption 
one another? 

A. — It ail depends upon the meaning you give to the word ‘poorest.’ 
If the poorest is unable to pay any tax at all, my two statements 
would bo true. If be is capable of paying something, he will have to 
pay something. 

Q.—You recommend a protective duty on imported salt? 

■■■ A. — Yes., 

Q. — And you think that the Bengal consumer would be patriotic 

enoiigli to pay the duty? 

A.— Yes. 

]Jr, Iljjiler. Q. — Why sliould not the Kistiia and Godavari zamindars 
be patriotic enougli. to pa 3 ’ for the spread of idueation in the Ceded Dis- 
tricts ? 

A, — There is a lot of difference between the two. One is national, 
and the otlier is iiulividnal. You arc speaking of the Kistna and Godavari 
districts. There is no analogy at all. Y"ou know what the Bengalis 

are. There are men there who can give up all their fortune and serve 
the country. Do you mean to say tliat for the sake of the nation, 
they would not be prepared to purchase the Indian salt in preference to 
the foreign salt? .'y 

The F resident, Q. — ^If tbo 3 * are patriotic enough, is it necessary to help 
tliem by putting on a duty*? 

A, — ^"But it is the function of the State to protect its own industries 

and to sec that they are not dumped with foreign articles wherever 

possible. 


^ ^ raem- 

the only condition being that 
come to Q. 52, you dispute 
Are the two statements in keeping with 



l)r. itydcr. Q. — They liave never alleinpted tlie boycott of foreigu salt. 

A- — I do not know %viiother it was suggested to them, I have got 
nmcii faith in J3engaL We want to sni^piy the whole of India with onr 
salt if we can. 

The Fresident. Q. — ^With regard to excise, you ^‘do not admit that 
the policy would involve a large expenditure for its enforcement for any 
length of tinie'‘'f Have you studied what had taken place in America ‘f 


Q. — May I give you the American ligures? During 1919-^23 the 
Americans have increased their staff from 5,223 to 21,275 and the cost of 
it has increased from Ks. 2,3l,00,0u0 to Its. 13,60,09,000; and yet the en- 
forcement has lieen quite iiiotfective. They have seized property of the 
value of Rs, 3,00,45,600. The courts are so blocked with the cases that 
they cannot try them for years together. The sentences of imi>riso.u~ 
mont amounted to 2,781 years. 

A. — The figures are appailiug. But I think our conditions differ. This 

country has always iiroliibitett arink in theory at least, from the earliest 

times. 

Q. — What is the authority for that statement? 

JJr. llyder. Q. — is it not Jai.d down in the shastras that molten lead 
wdll he poured down the throat of the man wlio drinks? 

A,“— I heard something of the kind, though not in that way. 

The President. Q . — Have you studied the book ^‘Indian Problems’^ 

by iVXr. S. M. Mitiu? lie says: “Wine was used in Inuia from tune 

immemorial. It was drunk and drunk freely at sacrificial feasts, and 
on noteworthy occasions the use of which was the chief feature at the 
iSoma oltenng of the old Aryans, when Gods were honoured by bowls 
of the jirecious draught’ \ 

A. — May 1 meet that by another statement attributed to Shri Shankara- 
charya? Once he was taking wine, and his pupils who were observing 
the master laking it, also took to it. But on anotiier clay he took hot 
molten lead, and asked liis pupils to do the same, but his pupils could 
not do that. 

Q. — Again you know the famous passage in tlie Mahahharata which 
tells how at a ihcnic gi’^eu by Arjiina wine howecl like water. In fact, 
no social gathering was cornpiete without liquor. Krishna and Arjuna 
are described with eyes heavy with drink, llie Yadavas in one battle 
took the Held in such a state of intoxication that they slew one another 
instead of the enemy. 

A. — ^In the same book there is a chapter which* exiiiains that the 
Yadavas died because they took wine. 

J)r. Eyder. Q. — ^Are you prepared to say that all the Moghul Dinpe- 
rors were strict teetotalers? 

A. — 1 remember at least a iiuiu like Akbar did not drink. 

Q.— No, when he was leading his army lie did drink, but- when he 
began his philosophical career he became a saint and a better man. 

A.-— I must say that we drink much less than the European coiiii« 



Q. — Yon sny, tlie niajiufacture of toSdy liquor was prohi- 

bit eel and rum inlrodiiced in its place, it was veiV much apprehended 
that illicit manufacture of arrack from toddy -would be difficult to be 
stopped”. Is it not an extraordinary statement when you had about 
30,000 prosecutions a year? 

A. — That riiiglit he. .1 took, for instance, the figures during the lust 
2o years. I do not think in this century you have been able to eontroi 
■: it."' . . 

Q.--"The spirit has been available of any kind, but there has been 
only a change in taste. 

A.“~You are a better authority in it. I\[y own difficulty has been to 
stop illicit manufacture, tlioiigli it has lioen verv limited from a short 
time.' ' ■ * 

Q.-— You still consider people ai’e very sober? 

A. — I should think that they are comparatively solier. 

Q.~—Then where is the nocessitv for sncli drastic regulations as vuii 
.propose? 

A. — Because other influences are at work. 

Q. — Do you oliservo any marked deterioration in rho phvsiqne of the 
worker? ‘ 

A. — T cannot tell you that. Perhaps some of tlie factory managers 
would be able to tell you. I should think it does affect the health. 

Q.— J liavo hoard from a very large employer of fahour that the finest 
cooly is the toddy-drinking cooly. 

A. — ^Perhaps he judges it by the work lie extracts from them. 

Q. — Generally speaking, one of the arginneuts in favour of prohi- 
bition is that you are going to get large revenues from the extra earn- 
ings of tlie people. If there is no x^hysiea! deterioration, no increased 
earnings will he got by stopxiing drink? 

A. — I lielievo there is deterioi'ation. 

Q. — How are you going to replace the revenue which you iiropose to 
abolish? 

A. — It cannot be done in one year, but it ought to he a gradual process. 
In the second place, the resources that I have pointed out and the resources 
that you wall be able to recommend should he able to meet this defi.cit. 

Q. — ^Your proposals are succession duty, tax on tobacco and an emploj^ee 
tax?:^ ' ' 

A. — Yes, and the income-tax on agricultural income^, provided the 
condition attaalied to llio ])ropo,sal is accepted. 

Q. — If you are going to liave pormanont settlement, you tcould not 
get an increase? 

A. — I do not say in the least there should be a deficit in the revenue 
which you would ordinarily get in the thirty years. You will manage 
to levy your income-tax in such a way as not to go below that amount but 
above' that. 

Q. — I do not think you would be prepared to say that there is going 
to he an increase in i.he return of land iwenue by substituting permanent 
sotilement ‘plus income-tax for the temxiorary settlement. 

A. — Certainly, I don't say tliat. There v/ill be an increase, and there 
ouglit to he an increase by these periodical settlements. Provided you 
take away this liquor tax " and you imxirove our society, we ought to 
be iirexiared to pay a little, more through other sources. 

Q.- — Then most of the extra revenue would come in the shape of income- 
tax on x>m'manontly-settlcd zainindaris? 


Q. — Your succession duty will Ije xiraetically on the same i>eoi)le? 

A. — ^Yes, on those who are able to x>ay. 

Q. — Do you think it w-ould he fair to impose both taxes upon the 
j^amindar at once? 

A. — ITnquestionably it is fair. Is it fair for the zaminclar to squander 
away the money as h*e likes, simply because he is the eon of his father? 
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Q. — You do not tliink iliat it would result iu tlie bi’eak-up of the largo 
estates? 

A. — ^^Vhy should it? I do not think it could roach that point at all. 

Q. — Is not that what happened iu England, that the imposition of 
these heavy duties resulted in large estates breaking up? 

A. — I must confess luy ignorance of the English conditions. 

Q. — Then jmn will have an employee tax. Again, it will hit the same 
class of man? 

A, — I was thinking of the factories and mills of that kind, 

Q. — How can you impose anything further than income-tax upon the 
factories and mills? 

A. — ^Where is the difficulty? The cotton mills at Coimbatore get 200 
or 300 per cent. Would there be anything wrong for them to pay? 

Q. — The Bombay mills are nob making anything now'. There are 
plenty of mills, the value of whose shares has fallen In’ 200 per cent or 
so.. ■ 

A. — Only w’hen compared with the War rates. I thought Coimbatore 
paid 25 per cent hist year and Madura paid the same figure. 

Q. — Then you are going to put a tax on every employee? 

A. — Of course, this must he taken with caution. I did not mean that 

tax should be prohibitive. 

Q. — You have to find five crores of rupees? 

A. — must confess I have not ealeulated how much it W’ould bring 
in to make up these live crores deficit from excise. 

Q. — T)o you think you will get even one crore of rupees? 

A. — ^Idiat only means you will have to devise other sources. I 

thought that taxation has nob been equalised and the imorer class and 

the agricultural classes arc* being over-taxed and the richer jmople are not 
paying tlieir quota. 

Q. — xt is for you to suggest tlie souiws. Anotho]* tax yon propose is 
on tobacco. Bo you think that is a pi'acticable tax? 

— ^^Yhy not. We have been collecting cesses on cotton, etc. 

Q. — How would you levy a tax on tobacco? 

A,. — Something like the cotton cess which is levied as the stuff reaches 
the factories and gins: so also wlien tobacco passes from the hands of 
the producer you must tax it. 

very large part of it is not manufactured at all. 

A.—Wiili reference to this you have to eatek it wdien it is with 
the dealer. 

Dr. Panin jpye, Q,— It is a small trade wo’tl! a limited number of people, 
is it not? 

A, — Excuse me, if you go to a place like Polavaram and in the hinhis 
of Godavari, you will iind Tots ot inerehants haunting these agriculturists’ 
houses for tobacco. IL is a big ts’ade in ihese ]>1aces. 

The President. Q. — Even if you are going to tax the rich dealer, it 
would involve care and investigation of almost every acre. 3t would be 
very difficult? 

— Ji oiiglit not to be difBcnii with, your rigorous system of village 
officers. 

Q, — There are hundreds of thousands of acres of scattered cultiva- 
tion. 

A. — ^We w’ant revenue and w’e find the tax is otherwise iiistifiable. 
Unless the difficulty is insuperable, I think it is W’ortli trying. 

Q. — Instead of trying to tax in that w'ay, would it not lie simpler 
to impose an acreage duty? 

A. — ^Then it will be considered as a tax on the land. The earliest 
stage for taxing should be aftei* it leaves the ])rodueer’s hands, 




O’tlilSSKSBBraEn 


liisii 


i}, — You would have to ascertain from the ryot how many acres he had. 
what the j>roduce was, how much he realised and then tax iL 

A.— 'We can vei-y well do the same as in the cotton cess. 

(J. — Cotton must go to the gin, so there is no difficulty, but tobacco 

.IS .not like that. ■ ■ 

_A. — Judging from my experience I can say that tobacco, goes to many 
foreign countries. In a place like Polavarain this trade is on a very 
big scale. I think it ought not to be impossible to hud out. 

Q,^ — Do you think people would prefer paying a tax on tobacco to 
the paying of excise duty? 

A. — I suppose the licpio]* drinker would prefer to have liis drink. 

i}. — You regard both as coitventional luxuries, but one is slightly more 
Imianful than the oilier? 

A. — According to my conception drink is sinful, 

Q.—If you are a Sikh, yon will be eommitfcing a sin if you smoke. 
It is against their ro1i.gii)n. But tlnw can drink, 

A. — I do not know that. 

/V/r Percy Thotn jjhou . Q . — You favour an exi)ort duty on lac on the 
ground that there is a good deal of moiioxjoly in it? 

A.~Yes.. ' ' " ■ 

(^.—Theii you are in favour of levying 0 Xi)ort duty on hsh, oil- 
cake and other jnanures? You thinly it more useful to keep them in 
the country ? 

.A.—Yes.' 

Q, — How would you justify a duty on raw cotton that is not a mono- 
poly? 

A.— There are only three countries in the world x)rodiicing cotton. I 
should like to see as much as possible of the cotton India produces convert- 
ed into cloth in India. 

Q. — You mean for export? 

A. — Even for liome consumption. We purchase 73 crores’ -worth of cloth, 
out of wliich 50 crores’ worth comes from foreign countries, and most of 
'it is made from cotton produced in this country, 

Q. — Ts it not easier to levy an import duty on tlio manufactured article? 
India does not produce as much cotton for export as America. India has 
no monopoly, and vei-y little influenee on the price. 

A. — But let us leave a.lorie America and England, and take the ease of 
Japan ; every year forward eonti’acts arc made for millions’ wortli of cotton, 
it goes to Japan and it comes back to our country as clofcli. 

Q. — There is no limit to the pi-oduetion of raw cotton. America could 
produce double the {juantity. 

A. — Even America’s production has fallen. 

Q. — I am suggesting that if you do x)iit a tax on cotton, the result of 
your export duty vonld be to put up the ^p'iee of the exi:)ort cotton and so 
curtail production,* the demand would still exist, and i>resumably the supply 
will come from America. 

A. — Ordinarily speaking, India can consume a larger exuantity of cotton 
than it is at present consiun-ing. The export of a lai'ger (quantity of cotton 
than is necessary can be stoi^ped ].>y this tax. 

Q. — ^Your import duty on cotton cloth is 11 per cent as against the 
excise duty of 3^- per cent. So tliere is a protective duty of 7^ per cent? 

A. — Yes, Sir. You know that most of the Indians do not like the 
cotton excise, while some of us are prepared for a higher imi>ort duty. 

The President. Q. — You ask, with regard to waste laud newly brought 
under irrige fciou, if tlmt newly irrigated land is not to become private pro- 
perty, is it proposed that it should be managed by the Cfovernment, ajid 
yon say that it would lead to’ complications. I do not know if you have heard 
about the coloJiization experijvients in Burma where they are treating them- 
selves as absolute owners of the (*olouy land and porfoxnniiig all the funo 
iious of the landlord. 



A. — T do not know iJiat wketlior ilioso In n(l«; can lio (kseriljcd domain 
lands. 

Q, — Ts it not ])i‘aotieall.v the same thing r 
■ A,— Probably. 

Dr. Kyder, Q. — Ts the revenue that the different States derive in 

Europe from j>ub]ic domain on the increase or on the decrease? 

A. — ^It is on the decrease. I think civilization is advancing and new 
systems of taxation and principles are followed. This kind of income is 
considered to be wrong, 

The President, Q. — You say yon can think of no powers of taxation 
which can 1)e given to local !)odics unless it be the power to levy an addi- 
tion to the State income-tax. Isn’t the profession tax practically that? 

A. — A man is made to pay income-tax ])ecaiise he gets some income: 
profession tax is different from income-tax. 

O. — It is not quite the same, but it amounts practic-ally to the same 
thing. 

A, — Some graduation is allowed there, but the profe.ssion is not enough 
to justify the x^ayment of a tax. You liave no minimmn limit : every man 
who takes to any profession is bound to pay it. I do not think they are 
the same. 

Q. — Perhaps it is like the old license tax. 

A. — It is sometliiiig of the kind. 

Q. — ^You say later on that niinierons classes of i)eoxdo escape payment 
of local taxes. Which classes arc they? 

A. — Most of the professional men escape the profession tax, e.g., banks, 
railways, insurance companies, factories, mills, etc. 

Q. — ^You can get at all those either through the profession tax or the 
companies tax. 

A. — My conteiitioii is that this profession tax is a limited and small 
one; it is not adecpiaio and the professions are capable of paying a little 
more. 

Q. — Ts it not within the power of the local ]>oards to rnisc the ral<‘s? 

A. — The maximum is fixed by statute. 

Q. — How many have got to the maximum? 

A. — The maximum itself is a very low ffgiiro. 

Q. — They are all abolishing profession taxes ])ecause they find them 
troublesome to collect? 

A. — I don’t know, but if these local bodies really want new sources cf 
revenue, they can get them. 

Q. — Y'ou say that “the whole system of local taxation requires over- 
hauling, and it is hoped that this Committee will undertake the task”. 
Would you kindly indicate to us what we should do? 

A. — I remember your speech as Finance Afember, most of which was con- 
fined to the reform of local finances. I was thinking of that. 

Q. — Y^our reply to Q. 113: you defend the limitation in the case of land 
tax on the grounds which we have been just discussing. What alioiit ihe 
municipal liouse tax: why should you limit that? 

A. — It has a ceiTain capacity to hear; I think that stage has been 
reached. 

Q- — 'When the rate in England goes up to 100 pei- cent and over of the 
rental value, do you think the capacity stage is reached in India? 

A. — ^^That depends uimn various circumstances: what is the income of 
an Englishman, and what is that of an Indian?. 

Q. — This is not a fixed tax. 

A. Tlie capacity of a man to pay tax de])ends upon his income. ICveu 
the house tax will have a bearing on that. 1 think it will be haril to call, 
on a poor man struggling for his existence to pay more than a certain 
lixed amount, even though his bouse is a fairly decent one. 

F as a percentage of the value, that does mate a 

mlterance m mcom^, ' 



A. — ill practice, nothing of the kind is done. 1 was the j>resideiit 

of a taluk hoai'd for some years, and I’ was iu charge of twenty^ or thirty 
unions. My experience luis been that if a house is estimated as worth 
Us. 500, the tax is jnade at that figure, no other allowances being made, 

Q. — You recoiviineud a registration fee on iiiarriages on a graded scale? 

A.--^Yes. . ■ • 

Q. — .Do you iiioaii that a larger fee should be x)aid for a second marriage? 

A. — .1 meant iJjc status of the family:, a rich man ouglit to pay more 
and a. poor man less. I supjport it only as a hist resort. 

Br. Famnjinje. Q. — ^'Woukl a laipee for each marriage be too much? 

A. — Tt won’t be in tlie ease of the middle classes. 

Q. — How much does tlie very poor spend on marriages? 

A. — My rat© would vary froiii 4 annas to Es. 100. 

would be rather difficult to grad© this marriage fee: who is to 

grade it? 

A. — The local aiitliorities : the local officers ought to know the income- 
tax they are paying, their status, etc., from which they can fix their capacity 
to pay this fee. 

— I will give you an ilbisiratiou : lots of niaiTiages are celehraled in 
Poona, though neither the bridegroom nor ilie bride belong to that place. 

A. — They must be very poor people; judging from the circumstauees of 
tiiis country, 1. know that every man would like to marry his daughter in his 
own house, 

Q, — If you have a priest, you can. order a feast immediately. 

A. — This practice does nob obtain iu Madras. I have never come acioss 
a man coming from the inofussil and performing his marriage in Madras. 

The Fresident. Q. — You say you ps^y a suffielent fee to the 
for the evidence of the marriage: is any record kept of that? 

A. — ^The object of the marriage procession is that all people should know 
that the marriage is taking place, and all are invited for the purpose of 
witnessing the marriage. 

Dr. Ilyder. Q. — ^^You]d there he any oiiposition on the part of the people 
if this fee were levied? Would they say that Government is interfering 
with one of their sacred rites? 

A. — I do anticipate some little opposition, but T sux)pose that as time 
advances it will be all right. 

Q. — You don’t think that politically-mijidod people would juake cax>ital 
out of it to the detriment of Government? 

A. — ‘Peox^lc who ai‘e so minded will take any chance to make capital, 
luit I think that, ordinarily s]>eaking, reasonable people can be expected to 
accei^t it. 

The Frcsklent. Q. — You object to a tax on patent Jiiedicines as a matter 
of health?' 

A. — 1 have also stated that the proceeds would be small. 

Q. — Have you ever studied the publications of the British Medical 
Association in wlicli they give analyses of all the most famous i>atent medi- 
cines? They show that these often have no medicine in them at all. 

^ A. — I don’t know whether it is ciuite fair : there are some medicines 
wliicli are very good. I have known a inedicino named ‘Celeriiia’ which 
comes from America. I have used it successfully in the case of some diseases. 
Drunkards would give up their drinks within three months. ‘Cuticura oint- 
ment’ also comes from America: I have used it very successfully. 

Q.-“I don’t say some of them are not successful: but a great manj^ of 
them are pur© inunbug. 

A. — It is quite possif)!©: a certain clement of fraud is inevitable. 

Dr. Paranjpye. ^ Q. — If you now pay Bs. 2 for a patent medicine, you 
won’t object to paying Rs. 2-4-0? 

A.-“Perhaps not. I would xnxt it this %vay : these are coming to your 
hands, so that you may adjust these malters. I won’t attach any importance 
iu them. 
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Q.— You lu-o ill favour of taxing patent niodieiiiob, it neeesi,ary f 

rt .1 in favour of any tux, if it is unavoicl-ihio 

iiLfk rT+fm cw^ baluneuig tlie advantages juicl dibadvanlagcs iukI vom- 
noods. It the State does require a certain amount of money, it must get it 

.nade 

'ind ^VTo cigarettes is enoniioiisly on tiie increase 

riched if foreign persons and foreign countries slioiiid he en- 

sSr‘ii.fiihS5”£-Gi..‘r 

f-ictiHirS fact that Indian-made tobacco is unsniUihio for nuuui- 

l:SS,l toss'" "Eto«to. ato ,„.,cl„ “‘r 


-Bengal we had the evidence of the manager of one of the hiD-(rf.ivf 
lofci?a!Jt^ were using im])orted iohacco 

A. 1 know that oiir tobacco is going to Gennaiiv. 

iiicrM'jr^f\ 1 ./°“. fisures in our Questionnaire of Iho enormous 

mciease m the import of unmanufactured tolmcco? 

tob.iii7l "sh"ta tobLi* “ *'*' *“■’ '“>• >» ■''“Si”*’ 

“• “*i= 

; ^ iiiatter of fact, it does not pav to use the foreign toh'n‘f‘n fnr 

country. 1 should impress, if I may, on this Committee 

mo^ import of 'cigarettes', and I iras^ told that 

most of these foreign cigarettes contain moi-e paper than tobacco. I was 
leading in a newspaper the otlier day that if the xVmerican newspaiiers niih* 

U.J tt £i»^s. vUto7?rS“.toP 

A . — If you can. « 

any Q-— You are against the division oP the proceeds of 

nm-tihrL 'V Supposing a tax i.s collected in a province and a 

Itn wsimf thrtox* ii" are responsiiile for 

hie- only lor the collection of tho tax, hut not for its expendit u .-e ^ T]f 4 
Assenddy. I n the Assomhly, while thcM^o^ 
tatnes \()te loi the expenditure, they liavc no voice in tlie collection ol tlmf 
poi tion. Mipposo yon collect 7 crores of rupees as land tax and yon have to 
pi\c 4 crores to tlie Government oi Jndia, We, in the 'Madras' LefrislMtiin 
( Vnmcil are responsible for the collection of the 7 e nre^s ^ 

S'd' udH ifiat ivc gh-o to tho Govern- 

I 1 iV ■ ^ ^ / advocate comploto septiratioii of tho resources of the 
„n ,to “"d. pjnuue.al Gover.unents is this/if tho source of revenue is nut 
nudci .1 divided head, one portion to the Government oj' India and aii’otkei- 
to Local Governments, the diflioulty is that, ivhile tho loch 1 o“|s 1 .,h™ :i 
responsible for the collection of the entire luonev, it has no voice" hl thfcx 
peiiditure of that poidion which goes to the Imperial Goyorinneni xvhfw-i« 
those 1,1 the Assembly will be responsible only f oi Ihe Sieu 1 ture’ bee Z 
they can vote on the expenditure but they do not vote for the imimsition 

T)r, JIydei\ (X— If the Finance Member wants to increase the r«fA nf 
income 4 ax, 1 think ho will hare to submit his bif io iff vote of ihf 

AsSSblyl ^ hnaiioe bill to the vote of the 

trouble is this: take die case of the land tax nlm laurl 
Vn Madras is very high), a share of it will be a very good thing lor tlm 
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Written memorandum o£ Mr. Sarma. 

liCONOMIU EnqUIEY and iNt'IDENOE OF TAXAWON. 

All enquiry into tlie economic condition of tlie different strata of Indian 
society— It one such can be instituted— will be heliiful for iiidicatiiiK the 
progress of deterioration of the people during two periods over X^ch it 
niay extend But it is greatly to be doubted Wher it can be hlld in a 
nmniier helpful to draw any conclusions therefrom as to the probable effects 
ol a paiticular tax or tax system over the whole or any section of the coiu- 
mumty. riiere are ever so many factors which affect national life, and the 

mAftHXarntX should succeed in measuring the 

material giowth of the people in general and the different groups of workers 

scarcely be possible to appraise the real effect of 
Uxation on them. If othem things remained the same between two periods' 
of r iilfP i effects of taxation on different groups of people bv means 
of a census of production and consumiition ; but other things regain no 
iXt, the economic man in an island home exists outside text- 

books for other than illustrative purposes. An economic enquirv has been 
asked for since the days of Sir William Wedderburn, and theXmine Union 
allspices, not so mncli for the purpose of measuring 
ihfc iiicidoiice oi taxation on each class of the community, as foi' finding out 
remedial measures for alleviating human suffering, as intense then as now 
n them to higher plane of human existence. Taxation is onlv 

one of the factors that affect the material condition of the people : there are 
factors vvhich are of a more vital character whose effects^ have got to be 
accounted for before we can assess its dynamic effects. 

First and foremost ainong such factors which render impo,ssibIe even -m 

appi'qxiniate calculation of the economic stability of the people let -ilone the 

question of framing scieutiffc methods of taxation thereon— is the fact that 
more than two-thirds of the population liave to depend upon the bind W 

fcid1bT?r.-T®d^' Wilson expressed A toniJm XS 

i J ® budget is only a gamble in rains. One has Xbv to 

read the opening paragraphs of the animal financial statements a 
tell a singular tale of good rains reflected in “prosperity bSte’?’ Xrnatid 

atcompamed bt loss of capital in the death of cattle' and ®Xr liTeXi.l 
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iieavens sliower in plenty, for the very simple reason that one cannot calcri- 
lato, niiicli less aiitioipntc in advance, the relative economic jmsition during 
two periods. 

nh\eiity years later the country had another visitation of a similar kind, 
and the drought of 1920-1921 can scarcely he said to be far ]:>ehind the 
scarcity of 1899-1900 in its dismal effects. The acreage under cultivation 
fell hy eighteen millions in food crops with a deterioration of fifteen million 
tons of produce. There were certainly more mouths to he fed in 1920 than 
in 1900. And yet there was no Mausion House Fund; no public demon stj-a- 
tions and collection of subscriptions; no very large number of 

relief measures started. Is it due to the economic stability of the people 
the increase in the staying power, their resourcefulness or are there otlww 
factors at work which, without accounting for a,ny marked change in effici- 
ency and recuperation, have materially altered the conditions that drove 
men to the relief camps two decades ago? Has the development of railways 
and other facilities for ti’ansportation ariything to do in equalising prices 
and moving produce in times of scarcity to i:>laces of want and distress wliich 
were unavailable then? In the earlier year, the total mileage of railways 
open to traffic was 22,000 and odd. whereas in the later year it was a lililo 
over 87,000. Has this extension linked the country sufficiently 

enough for the easy internal transportation of ne(‘Ossary produce from the 
non-aifecfced to the affected areas and uiiiigaied suffering from want and 
pi’ivalionP If it has done so. wluit lias been the effect in normal years intori 
the material eonditioii of the ])eoph‘ across whose tracts the i*ailways Imve 
iieen laid? What is the net econornic effect of the importation of (heap 
foreign goods on the cottage iiulusti'ies, allowance of course being made for 
the profits made on the exportation of surjihis marketable prodnceP If tlie 
exportation of surplus goods has been a real source of accretion of wealth, 
how is it that whereas tim population of the country dependent on agricul- 
ture has increased liy 20 millions during the last two decades, the actual 
acreage under cultivation has increased only by 40 millions? And this 
presumably of inferior variety. Or, to take another test, how is it that 
whereas during the decade 1901-1911 po]:nihxtion increased from .689 per cent 
per year (which was the rate of increase between 1881-1901) to .86 per cent 
per year, it dropped to .284 per cent between the decade 1911-1921 ? The 
rate of increase in Germany was 1.7 ]>er cent per year during the 40 years 
prior to the War. If we should set it down to the abnormal ])roereative 
proclivities of the Teuton, we may take a growth of one per cent per amnnn 
as normal. If so, the population of British India must have increased froin 
223.5 millions in 1901 to 245.5 millions in 1911. There was a shortage of 
three millions. Between 1911-1921, it must have increased from 242.7 
milifons to 267 millions. It rose only to 247 millions. There was a shortage 
again of 20 millions. Is it that so many were not horn, or is it that the 
Malthusian checks of unadvertised hunger, disease, poverty and privation 
have claimed a heavy toll during all the years of fancied economic reeupera- 
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tliey are iiTiperceived. Just as Sir Fleetwood Wilson eoniplaiiied 
that the Tiulian budget was a gamble in rains, so some of his predecessors 
comx)lained that it was a gamble in exchange, and convinced themselves 
that fixity of external exchange was more important to her finances than 
the stability of internal prices. So they managed to get the mints closed 
to the private coinage of silver and hy a policy of deflation gave a fictitious 
value to the rupee. With that, one need not quarrel now. But having 
come to the conclusion that everything was wrong with the rupee, they 
should have continued paying their proper resx>eets to the golden calf and put 
the yellow metal into circulation, which they did not. The result was a forced 
circulation of parchment and overvalued silver, with the concoinitaiit result 
of an exaggerated price level. The hardship was realised by the Government 
who a])pointed a committee to go into the whole question ; but the publica- 
tion of Ml*. DutFs rei^ort was followed by the Eurox>eau conflict close on 
its heels. The hundred crores of rupee coinage that was to have heralded 
the passing of India from a silver to a gold standard in the ten years that 
preceded the American crisis of 1907 was sharply followed by double that 
amount during the five years of War. No wonder that while prices ui*c 
falling in the United Kingdom, we are keeping to a recoyd level ; and none 
dare beat ns there. 

The mediate and immediate results of a ceaseless outpouring of printed 
parch ments are ably summarised by Mr. J. Al. Keynes in his recent ^ ‘Tract 
on Alonetary Eefornd' ; but what we arc concerned with lie re is the effect 
that unregulated issues of currency have iixDon the incidence of taxation. 
The first effect has been to increase it. The Government have been obliged 
to add their revenue to meet the increased cost of materials. They have 
to purchase stores both foi* the civil and military departments, and so far 
the purchases are made in India at an increased cost. These naturally add 
to the expenses of Government. The lower grades of the services cried for 
compensation; they were given some increment and their salaries are now 
generally raised. The higher grades have for the last few years been having 
their “bonuses” and the general tax-payer has now the satisfaction of a 
more costly, if not more efficient, overlord than he had before. It is not only 
the expenses of the Government "have been raised; but the cost of pi’oduction 
of every material has increased by higher wages, higher jarofits and higher 
interest paid to loans which increased taxation lias' absorbed h*om private 
savings. The railway fares have gone up and the cost of transport of goods. 
Those who have been living on fixed incomes and on investments of stocks, 
shares and securities have been particularly hit. Those who are so hit are 
generally the large body of middle class men who though comparatively 
fewer than those who work in tlie fields or in industries, are large enough 
to hear the brunt of taxation. The large profits made in the Wav and 
during the decade preceding it, have increased the income of a num])er of 
“profiteers”; some of whom appear to liave been hit hard hy the fall in 
prices in 1920 and 1921 which they did not bargain for. The antieipafcion 
of increased and increasing profits gave a stimulus ^to production which has 
everywhere resulted in an incj-ease of wages hotfi for the unskilled and 
skilled labour. It is not possible to ^ay dofiidtely wbetlier tlie iHc!‘ea>o of 
wages lias overstripped the increase of prices tli'rcjugliont the <‘Oiiiiti-y; vre 
can at best only refer to the tendency. Taking the index number of prices 
during the basic year 1890-94 as 100, agricmltural ])rices rose in 1920 to 
over 250. Even if the price of labour inm increased pth'ssu, which v. 

greatly to he doubted, there is no denying the fact that ovei* 170 millions 
of agricultural wage-earners could not have improved their condition, because 
none of them are in a position to save year in and year out. A genei'al 
rise of prices, if accompanied by a general rise in wages,' prefiits and interests, 
can improve the condition of none who cannot save; but it may make it 
hard for everyone in so far as he has to pay an increased tax. Those 
who are engaged in agriculture — and there is hardly an acre and a' ]jalf 
i)er head distributed among them—manage just to keq^ their bodv and soul 
together ; the yield from laud does not usually lead to any surplus to the 
working family. It is only the few persons 'wlio are receivers of rent in 
kind who can profit out of their savings. If we leave out of account those 
who are engaged in trade, in the services and in indiistries—and these have 
to pay higher tax on their incomes and higher price for the commodities 
they consume— we have left but a small residue of landowmers receiving their 
rent in kind who might he said to have benefited by the inflation of prices, ^ 

, . appears to^ be necessary to refer to the uneven distribution of the 

mcidence ot taxation owing to the inflation of prices, because it seems to he 
held in certain quarters that there 1ms been no genei'al depreciation of 
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(*m'n.‘iu\v as tlie atklilioiial is»nes liave bc*on due* to tlie doiaaiuis <>!' trade, 
and that t]io gemaad rise of prices is not tell by tho people a ^vlioie, an It 
bas n})i led io oji iaereasc in tiie real eofei ot administration. It is cdoar 
that tlieia? an' yet- some disciples of John Law even in this ago wlio have 
no holief in the in fiat ion of prices by over-issue of paper, as it is not 
rolleeted mi ibe foreign uxebaiiges. I'licre *is no need to refer here to the 
distinction between speeihe and general depreeiation, but so far as tlio cost 
of adniinisiratioii is eoneorjied It does not appear from an examination of 
figures that tbe burden has in any way been lessened. A table eoini>ariitg 
the revenue from some of the principal sources is given below: — 

1901-02 1920-21. 

Rs. (000 omitted.) Its. (000 oiiiuied.) 

Land Kevenne .. .. ‘ 27,39,80 31,97,18 

riovlneia! laic.-. .. .. .. i,a5,77 91,21 

Ineoiiie-iax . . . . . , 2,05,10 22,19,28 

8,9(t90 6,76,15 

6,11,50 20,43,65 

5.74.95 31,89,85 

5.16.96 10,95,08 

^ 16,91 ■■ 142,01 ■ 

16,08,85 25,01,15 

3,79,69. , ■ 8, 79,65 

77, ^,76 1,60,06,11 


Sonvees of Hevenne 


Excise 
Custou’s 
Stamps 
Regisi raiioii 
.Railways . 
iri'igatioii 


Let ween Lhesc* twenty years it is clear tliat the amount ^ ab.sorhed hy tbe 
(Government on these accounts has increased more than twice. As a matter 
of fact, the general level of prices during the same period has increased 
practically in the same proportion. The incidence, however, has fallen 
unevenly. So far as excise is concerned, it will only affect those who are 
habituated to intoxicating liquors and drugs; it will not fall on others, 
thougl.! the indirect effect on the coininunity may he difi'erent. But the 
customs revenue sliows that almost all i>eople who in one way or another 
consume imported goods have heeu affected, the revenue having increased 
more than live and a lialf times. Stamps and registration fall upon those 
who have reeoui'se to bnv courts or are concerned in the transfer of property. 
I'he falling off in the salt revenue is a distinct gain to every one, and the 
rtwenue from land ha.s not kept pace with the general level of ])rices. A.s has 
been stated already, no definite c.onclusion can be drawn from it, as high 
prices cun benefit only tliose who have .surplus produce to bring to the 
market; and these must Itave gained at the expense of the landless people. 
If the latter ]>ay income-tax, they are .still more .severely hit as the exiiau- 
sion of the income-tax revenue shows, ^ Wherea.s the sum total of benefit 
to tlie community has been nothing, different communities have })orno tho 
iueideuee in a. different mannej*, some sliglitly, many heavily, wliile a few 
luive he 11 ell ted hy it. 

Tho external exchangcfs also affect the incidence of taxation, though tho 
GoA^ernment liave boon at pains to correct it sometimes successfully and at 
other times unsuccessfully. Tlie deflation of currency between 1893-1898 
must have affected tlie incidence to tho detriment of the debtor but for the 
amends the Government soon after made by forcing the pace of rupee 
circulation to an extent that could not he dreamt of before. After the 
commencement of the War. the exchanges began to rise owing to the heavy 
exports of Avar materials and the high prices secured by them abroad. 
Prices rose so high that even silver Ava.s affected by it, and in order to 
preA’-ent the rupee becoming more valuable than its sih^er contents, the 
exchange Avas periodically corrected. Finallj", on the recommendation of the 
Indian Currency and Exchange Committee, the rupee Avas sought to be 
linked Avitli gold at the rate of 2s. in the expectation that it Avould stand 
;it tiiat leA'cl and in the belief tliat Indian prices necessitated such a high 
oxcliaage. Tlie only miscalculation Avas that internal price.s resx>onded to 
foreign jirices Avhieh Avas not the case, as gold prices affected only those 
commodities that are the staple of international trade and not of mere 
internal commerce. The exchange fell sharply and it is noAv rising. It is 
not certain AAdiether it Avill stand at l.'r. 6J. or go down to Is. 44. What- 
ever it is, taxation based on one level of exchange Avill he upset Avhen the 
exchange deviates from it. A practical effect is uoaa" socti in the bounty 
friveu bv the Government to the steel industry whi<44 ha.s been neutralised 
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aiui tiiose wlio may be presuiiied to be caj>able oi* coiifciumiug these bevex’ages 
do not do so, while others do. Next to salt, petroleum may be said to bo 
an article of universal consumption and the incidence of the duty falls on 
all classes; but the same cannot be said of tobacco. Many classes use 
tobacco in one form or another and many others do not; and it will be 
difficult to say on which class the duty falls. If we take the excise duties, 
apart from the statement, based upon a imorj reasoning;, that country 
liquor is largely consumed by the poorer classes, the labourers, artisans and 
field- workei-s, it cannot be stated what proportion of the rest consume foreign 
3i(jUors or their locally-manufactured substitutes. Even so witli reference 
to most commodities that are taxed. Of course, wo can say on whom the 
duties on machinery, plant, motors, cycles and such tilings fall. But they 
are only ex(‘eptions that prove the rule that differentiation of classes 
cannot be made for assessing the incidence of taxation on each class. 

IXFEIIEXCES FROM CERTAIN HeADS OF BeVENUE, 

This is nob to say that nothiiig can be iiostulatecl as to the incidence of 
taxation. The statistics already available can throw some light on the 
incidence of each tax, if not on particular classes, at least on the community 
as a whole. To take land tax, for example, it will ])e found that whereas 
ifi 1898-1899 the total revenue raised was 274- crores, at a cost of 4 crores to 
collect it, the revenue rose to 31 crores in 1910-1911 and stood at the same 
level in 1920-1921, the cost of collecting the same sum rising to 5^ crores 
and 8 ci'ores respectively. That it is to say, whereas the revenue rose by 
4 crores, that sum has been bodily transferred to the tax-gatherers as price 
for collecting the same. In common, jiarlaiice it would be called robbing 
Peter to ijay Paul. There are only two inferences iiossible, either the 
expenditure was incurred in a hopelessly reckless manner or the maximum 
of productivity had been reached at the time of original assessment. One 
is unwilling to bring home to the Government the charge of recklessness, but 
it does violence to the accepted canons of taxation . It has to be remembered 
that a good slice of the land revenue is raised from permanently-settled 
tracts, and the increased cost of collection must he due to periodically 
assessed lands, which raises the proportion still higher. A tax may be said 
to be reasonatile if the expen.^s of collection are less than 2 or 3 per cent. 
The cost of collecting the land revenue is 25 per cent. 

Salt has been responsible for some acrimonious criticism of late, and 
a study of its statistics is not without its lessons. During the period 1882- 
1888 when, the duty was Bs. 2 a maund, the increase of consiinii>tion per 
year was 668,000 maunds. Between 1889-1903 when the dnt^^ was raised 
to Bs. 2-8-0 the annual increase fell to 272,000 maunds. 'When the duty was 
restored to Bs. 2 in 1903 the rate of increase jumped up to the astounding 
ligure of 1,270,000 maunds i>er annum. In 1905 the consumption w'as 39^^ 
millions and when the duty was lowered by 25 per cent it rose by 4 millions 
in two years. Between 1907-1908 and 1920-192i the rise was 9 millions and 
the revenue expanded from 5 crores to 6^- crores. The iiopulation mean- 
while expanded only by 6 i>er cent. Tt follows that when the duty is low, 
and the incidence is slight, the consumption increases perceptibly; and when 
the tax is raised the consumption falls. For one thing, it gives a cogent 
answer to His Excellency Lord Beading, when, in certifying the Finance Bill 
of 1923, he said, “The economic arguments against the tax appear to stand 
on shadowy foundations.... The mill-labourer is shown to spend approximately 
56 per cent of his income on food and of this amount salt represents only 
two-hftlis of 1 per cent. The increase of salt tax must have an iiifinitesimal 
effect at a period such as this.’’ li a commodity whose consmi^tion is only 
two-lifths of one per cent can show so sensitive a response to the variation 
of the duty in the manner it lias done, no further i^roof is necessary as 
to the economic helplessness and destitution of the people. 

We may next take sugar, another article of general consumption. It has 
already been stated that it is not possible to say on what classes the duty 
on it falls. But there ap'e certain inferences that can be drawn from the 
import duties on it, as it is an article in which local production ought to 
meet all demands and allow a margin for export as well. The sugar-cane 
cultivation is of ancient origin and all local demand was being met from 
internal production. The import of bonnty-fed sugar during the close of the 
last century caused alarm and led to the closing up of many refineries in 
the ITnited Provinces and tlie area under cultivation shrank by 13 per cent. 
At the instance of Sir James Westland, coimtervailing duties were levied 
on ])ouuty-fed sugar. They produced 94 1 lakhs of revenue, and beyond that 
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Kodoiuption iMnid, whobo primary object k the rotlein])tion or 

the construction ol' ra,ihv<‘r 
.sehemo adumhratccl last year hy Sir Jhisil Blackett is now o;i,ven o 
ami, ji .succossiul, vm! earn tor him irom posterity the title of a 
Bodeemor oi debts But it has iu it tlio oJements of failure wlii 
time IS sufficiently ioreseen. Tiio scheme provides for creatine; a 
Innd so called ol 4 erores every year together one-eightieth of the e 
the debt ontstam nig at the end ot each year over that outstanding 
d st of Xiarcb JfUd Accoi-dingiy, provision is made this year fo? 
ol Its. 4, / 6 erores troin the public revenues: a ’ " ' ’ 

taken Uji every year. Hie revenue contrilnition w 
Two delinite advantages arc c’ ' " 

‘‘scientibc’^ system of debt I'oiircment: 
of the ainourit tiiat lias to be a, 
deiH'C creafini in tlie minds 
iheir creditors, in resjioci of 
the I'ate of intciaist may be kejit dow 
il is not a^ real sinking fund but a 
a single jiie ol’ the sniisi.sting debt, ! 
to meet expenses duly debt table 
outstanding is Bs. TOioJI erores 
grow' year after year. Only 
of ibo people t.o pay interest therein 

having to pay in addition to tlie interest a proportionatelv r' 
of tax, to keep pace with the growing capital expenditnr 
years iuter when the craze for merry ‘ 
proceeds may fall off, and the revc 
hceome sufficient to meet the aniui 
this fund is called the ‘tDebt Be 
properly called 'bSuppleinenbary 
should lie its true nomenclature. 

The scheme adumbrated witli such, ostentatious iiourish, and 
appears to iiave lieen blessed by many business members of the Coi 
State, is not a new one; it is only tlie old policy of utilising surph 
capital expenditure in a new^ gaih. Two criticisms against this 
may he quoted lierc and they are opposite. Sir Ernest Cable repre 
the Bengal Chamlier of Commerce, said: ^bVmong the deducted iteii.s nit 
included the annuity charges lor the purchase of the old guaranteed lines 
amounting to the large sum of ,€3,013,000. The payment of these cliarges 
irom profits is another iiistam^e of that policy, the wisdom of which T ven* 
tured to question in my speech on last year’s budget. I mean the pol'iev oi 
debiting capital (xxpenditure to revenue. The Egyptian Government arc. 
I know, aiding the development of Egypt by the same method. But, 
Lord Cromer remarks in his Beport for 1903, it is onon to the nb 


ancl^ as fresh. loans are being 

, . , , - - pi'oportionately increase. 

lanned to what Sir Basil Blackett calls a 
and they are, firstly, the reduction 
iinnxiany Iwrrowed, and, secondly, the coiifi- 
oi tliose wlioni the Government "want to bo 
the security offered then, so that 
>n. One important thing to note is that 
liogus one, whose oliject is not to rc 3 tiro 
. but to supplement tlic jiroceeds of loans 
to capital account. Tlie total debt now 
and tlial: sum will remain and continue to 
as new loans are raised each year, the capacity 
will be coiTespondingly reduced by 
it a proportionately increasing aniount 
, ~ . I'o — may be soino 

loan-mongcring is satiated, the loan 
I'aisod by the Blackett formula may 
lal caintal expenditure. Even then, why 
demption Fund”, instead of being very 
Capital Fund”, is not clear and that 



aepreciatioii tuml, a geiienil appropriation is to be iuuiuailv made for iIip 

nn^ih^ nt*™ Jho general reveiuio will have a fii^t char'>'<) 

receipt of railways oi one per cent on the capital at a charge of 
(excluding capital contributed by companies and Indian 
nhi« 1 penultimate ftnancial year phis one-lifth of any sui* 

payment of this fixed return. The balance of 
will be transferred to a railway reserve^ ])iit if the amount avail- 
^ transfer to the railway reserve exceeds in any j^ear three crores of 
two-tlurds of the excess over three crores will be transferred 
1 resmwe, and the remaining one-third will accrue to the 

Tlie purpose of the^ railway reserve is stated to be ‘fo 
seive the payment of the annual contribution to general revenues: to pro- 
vine. It necessary, for arrears of depreciation and for writing down and 
writing oft capital; and to strengthen the financial position of railways in 
order that the services rendered to the public may be improved and rates 
may be reduced . Sir Charles limes pointed out in the course of bis 
j 1 that a reduction of half of a pie per mile in the rates for 

third-class passengers will eat away four and a half crores; and if so, hoiv 
the rates can be reduced by the reserve passes one’s understanding. To lew 
to create the reserve in order that the rates may be lowered 
out of that reserve looks like a jiiece of financial jugglery. That it may be 
used for hvritiiig down” and ‘‘writing off” capital goes -without saying. 
And wiien there is an annual borrowing for improying existing lines and 
constructing new lines, the necessity for a reserve to “strengthen the 
nnancial position of railw'ays”, does not carry conviction. It is clear on 
the contrary that it is a quid pro quo to the Government for the generous 
concession 'ivhich they have made to tho public revenues out of the railway 
proceeds. Nationalisation of raihvays has liegun on principles wdiich are 
the reverse of sound and economic administration. 

The memories of the Members of the Legislative Assemblv who voted for 
been exceedingly short; otherwise it is impossi- 
ble to conceive how thw .forgot that these reserves have an uiihappv knack 
of lending themselves for improper uses. The history of the Fami4 Insu- 
I'f Jj. morning was found to have been eaten away 

woli, IS not an ancient one; nor the misapplication of the 
Lold Standard R^erve, which, created for the purpose of supporting ex- 
ehanp, supports Tlirogmortau Street instead. What the future will have 
railway reserve need not be guessed; hut there is no 
doubt that the principle of creating out of railway taxation a fund for 
the reserve and also for general revenues, deserves closer examination than 
h^ been, accorded to it 1^^ the coiiventionists. Sir Basil Blackett declared 
'With a sign of rolior tliat the tax-payer is now assured of a regular and 



Frdkral Finance. 

In view ol our conniiitnionts on projects ot this 
absolutely necessary to coiisidei’ the financial machinery to raise the 
sary revenue and meet the expenditure in in*oper pi*oportion 
lore very proper of the Committee to have r; ‘ 

finance and have also attempted to in 

mary as to the workinjy of that system in other countries, 
stated last year that few' persons have begun to r 
difference that the Iteforms Act had made in the nn 
The separation of the central from i^rovincial 


nature, it becomes 
nec^es- 
It is there- 
•aised the question of federal 
L their qiiestionnaire sum- 
‘ 5. Sir Basil Blackett 
•ealise the enoi*raous 
latter of public revenues. 

’.me sex^aration oi tiie central from i^rovincial revenues, with the corresx^ond- 
ing separation of central from x^'cvincial^ expend itui^e, has created a situa- 
tion full of comx>lexities, not merel^’^ in the matter of inter-xirovincial 
adjustment of accounts, biit in the liabilities of the tax-payer. The federal 
system has broken tlowm in every foreign country in that separate ivater- 
tight sources of revenue could not lie earmarked for federal as distinguished 
from State or even local 3 )urposes. The general theory and custom based 
upon that the indirect taxes must ho set apart as a preserve of federal 
authorities,^ w'hile direct taxes on land and incomes must be left to States, 
has been given up; and in tbe United States and Swdtsserlaiid, the federal 
governments have begun to siipx>lement their sources of revenue by direct 
taxes. So that peoide wdio are fond of maintaining inter-statal index>endence 
and autonomy have to 1>c content 'with ijaying double taxation on the 
same source, one to meet federal expenditure, and another to meet the 
expenditure of the States. Experience has shown them that it is not 
X)0ssible to allot distinct sources of revenue to the confederation and the 
constituenii States, and it is arguable that if the States wuint to secure 
their x^olitical existence, they must be i^rex^ared to sacrifice their financial 
independence. Elsew'liere the confederation has been formed more or less 
out of a conglomeration of various political entities exercising independent 
sovereign powers 'witliin themselves, and has been the result of accident or 
design. It is not surprising, therefore, that though tlie^ same source is 
taxed tw'ico over, they ‘with it in view of the maintenance of the 

larger interests of inter-statal independence. Even as bet'ween State and 
local taxation there has been considerable friction, want of uniformity, 
evasion and failure, and in the United States especially, a satisfactory 
scheme has not been evolved yet. 

Fortunately for this country, we are not fettered by historical antece- 
dents: it is possible to write a fiscal system on a clean slate. Even the 
evolution of the major provinces has been but a few years old, and the 
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io be uiuiivided a.ud .solid. It i.s tuore as a mailer of adiuiiu.sirative con- 
veiueiico ilion that of advantageous de^'olopirient of independent oconomie 
nnitSj Provincial Governments have been coiistituled and run. And 
it the various provinces had equal facilities for deveiopinciit into such 
economic units, autonomous growth ma^v be vveicomed and fostered. But 
goograplucally and geologically, tlio country i.s a. coniiuont unequally 
oiidowod, and .separatism can only lead to progre^^s hero, stunted growth 
there and deterioration elsewhere. There will be no uniforinity, and division 
can only engender inter provineial jealousies, animosities and recM*imiiiations. 
The clamant echoes of ve.stecl interests in certain fi.scal mattens are already 
becommg louder and the debates in tlie Legislative Assemlilies over pro- 
vincial contributions durhig the la.st throe yeans show that once people 
liegin to taste the full fruits of linaneial autonomy, we shali have a Bahel 
raised again.st^ piwincial tyranny and provincial* inequality, not only in 
the matter of incidence of provincial fa.Kation, l)ut also of imxierial taxation. 
A fiscal system which will not olfend against the ability pi’Incijile cannot 
be evolved" to' the .satisfaction of the peopje, unless there is an uniform 
nieasuro of taxation, which will have due regard to the comparative fiscal 
needs and resources, especially among autonomous provinces unequally 
endowed by nature or develojicd by liinnan agencies. 

Difficulties naturally arise as to the proportion of federal expenditure 
each province ought to bear. It is the imperial expenditure that will have 
to decide the imperial revenues. Tf certain articles of nniversal consump- 
tion and if the castoms cluties were to be the sole source.s of federal revenue, 
the burden of exi^enditure on the various provinces may be brushed aside. 
Although the provinces may not bear the incidence of these duties equally, 
it can be argued that a truly .scientific allotment cannot be made and that 
the chief concern cf the Government is only to avoid discrimination. Even 
though plausible, a similar argument cannot liold in the case of income-tax 
or, for example,^ inheritance tax, if it i.s introduced, inasmuch as a province 
might pay the income-tax to the imperial revenuo.s to a disproportionately 
greater extent than others. Bombay and Bengal will pay a heavier sum 
than Madra.s or the Punjab or the ITnited Province.s fur the maintenance 
of the Army or carrying on Federal admiiii.stration. There is absolutely no 
rea.son why they slioukl. As the number of people who pay income-tax i.s 
limited, it would follow that provinces which have fewer a.ssessees will 
escape paying their just .share of the cost of defence, whereas iDrovinecs 
whose citizens have by their enterprise and skill contributed to the economic 
development of the country and to the addition of national resources wdll 
have to pay a greater amount. To provincialise income-tax would moan 
to bloat the balances of the more advanced provinces, and that, besides, 
cannot be done without finding some other source of federal revenue. The 
provincialisation of land revenue, while it lias the effect of exempting the 
large mass of the people from paying tlieii' fair share of imperial burdens, 
lias the effect of discriminating between the subjects of various provinces. 
Where land ha.s long since reached the stage of maximum impoverish moat, 
it can yield but a feeble increase in revenue and where extensive areas 
have been newly brought under the plough by irrigation facilities, thev 
can contribute a growing revenue and relievo the people from those addi- 
tional tax-burdens to which the more .settled provinces will be ])Vone. Inci- 
dence of taxation will vary among the different chis.se.s and jieoples in the 
different provinee.s, and as hetween different provinces the character of 
expenditure will also vary, boneffting some ela.ssos in one, and otlior classes 
.in others. , , ■ ' 

The principal source of imperial revenue, leaving cu.stoms and salt, is 
the tax on incomes. The total number of assessees is just a little under 
240,000, out of 'whom more than a fourth or nearly 68,000 are from Bombay. 
Bengal has about 40,000 as.sessees, and Madras a little }es.s. The Punjab 
and the United Provinces have 25,000 each. As for the sums paid by 
them, the disproportion is greater. Acc^ording t(> the budget estimates for 
1923-24, Madras pays' 20 millions; Bengal 48 millions; Bombay 60 millioms; 
the United Province.s 10 millions; the Punjab 12 millioms and Burma about 
19 millions. During the last two years, however, Bengal has begun lo 
outstrip Bombay. The Budget for 1924-25 .shows an income of 68 millions 
for Bengal, and 44 millions for Bombay, while the .share of Madras fell to 
17 millions. It follows that the contribution, though it may be justiffed 
on the ability principle, relieve.s to the extent that lai’ger sums are raised, the 
burden, on those who pay other taxes. It mav l)e .stated l)roadlv that the 
impox'ial burden op land in Bombay will be lighter than on land in Madras. 
Tf the provincictl c^nttdbiitions were to cease and the tax on incomes were 


to form a permanent soni’co of imperial revenue, tliat on lain! remaining 
a provnicial head, the inequality of imperial burden on the different pro- 
vinces wiil widcni, and the gap will become uiiluddged if the provinces are to 
sui)plenieiu iheir sources oi revenue by, it may be, an addition to ilie land 
revenue. That the inequaliiy is already working a hardship is seen from a 
study ol the provincial hah'ince sheets. Taking the year 192i-22, the first 
^^‘■hojaned Councils, Bombay raised })y direct 'taxes Hs. 66 millions, 
ol whicli laitd contributed Bs. 54 millions, and incomes iis. 11 millions: 
and by indirect taxes ITs. 52 millions, of whicdi excise contributed Jis. 34 
millions, stamp ami registration the ]mlance._ The total was Jis. 118 millions. 
In trie same year jMadras paid its. 60 millions in land revenue and about 
Ks. 4 iniilioiis Jill im-onies (u- Bs. 64 niiliions in dii’ect taxation; and paid 
a inrtber .Hs, 71 niiliions in indirect taxes, of which the eontributlon from 
excise wun B,',. 48 millions, sdamps and registration accounting for the rest. 
The sum raised was Bs. 12)5 millions. Tlie third major province, Bengal, 
collected a riwenue of only .Rs. 87 millions, of which land paid Bs. " 30 
millions, income Bs. 9 niiliions and excise B,s, 18 millions. Out of this 
revenue Bt.unbay ]>aid Bs. 29 millions for law and order, met its general 
adminislrai ion cliarges of Rs. 12 niiliions, and the cost of collection Its. 20 
millions. After paying debt charge.s, it spent on social and public under- 
takings a suin^ of r<s. 68 millions. ^Madras at the same time had its law 
and order maintained^ at a cost of Bs. 32 million.s, and, after paying a 
similar sum to colhMd its revenue, spent Bs. 13 millions for general admini- 
stration and could ])a\ for social and inililic undertakings only Rs. 10 
millions less tliaii Bondiay. Although for its total revenue, the pro]>ortion 
paid by Bengal for law ami oi'der was greater, it amounted to hut Bs. 33 
milbons. The cost of collecting the I’cyenues was Bs. 18 millions, and general 
admin isti'ation charges was Rs. 11 millions. Its secondary expenditure was 
the lowest, being but Bs. 4o millions. 

These figures disclose no justifia])le principle of provincial taxation. That 
BengaJ with a population of 46 millions should raise but a revenue of 
Rs. 87 millions, wliereas A.Iadras with a population of 42 millions should 
raise Bs. 137 millions, ami Bombay with a liopulation of a little less than 
20 millions should raise Bs. 118 millions, .shows considerable disparity in the 
incidence. Nor does it a|)]>ear that the inequality is corrected" by the 
imperial levy ; on the contra )'y it a])pears to be only emphasised. Befei’enco 
has already been made to the fact that on incomes Aladras pays a third of 
what Bombay pays, and Bengal has now begun to ^nxy a little more than 
Bombay. It is not possible to Ijelieve the customs sufficiently off-set the discre- 
pancy. \Vhat is true of the major provinces is time of the minor provinces 
in the main. Inecpiality of this kind can only he accentuated, if, with the 
same groups of provincial and impeiaal heads of expenditure, the same princi- 
ples of taxation are follou^ed. Nor can fresh heads of expenditure be 
transferred to those provinces where the incidence of provincial taxation is 
low in order that the level of iioth may be raised. It cannot be done tor 
the very simple reiison that the liitlierto most-favoured provinces will at 
once start a cry and since they happen to fie endowed with powerful lungs, 
they are sure to win. We fiiul them winning all along tlie line. And even 
if such an arrangement is made, the burden of imperial taxation will at 
the same time iie reduced. If the oliject of taxation is to raise the revenue 
on some equitable basis and not to rectify the inequalities of distribution as 
between province and province, no separation into water-tight com- 
partments lietween provincial and imperial burdens and jirovincial and 
impei*ial expenses can be possible. There is little chance of even accidence 
coming to our help. 

One justification for se-xiaration of federal from provincial expenditure 
can possiiily he the insignificant character of the former compared^ with the 
latter. Where federal expenses include such major and ever-growing heads 
like the army, public debt and general administration consuming so ^ much 
as 65 per cent, ie<iving hut 35 ])or (‘cnt to he divided between provincial and 
}o(‘al purjioses in (be ratio of two to one, the ineiiualities of the incidence 
to which we bav(' adverted a.ssume greater impoi'tanec^ 1'he federal govern- 
ment will gradually Uinu all concern and interest in those objects which 
more imnualiaiely affect the economic; well-being of the peojde and rest con- 
tent with having handed over the chajge of it to the provincial administra- 
tions which are in closer touch with the people. All sense of proportion will 
naturally be lost in its scale of expenditure and, what is worse, it is likely 
to turn* round and say that the provinces are responsible for internal 
development as fa,r as taxation can help it. It may be taken as positive 
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nnprodiietive* tlioiigli noces- 
feai,\, objects than hitherto by the Inijieiial Govorniiient, as it is not expected 
perspectn^e d the tax raised from the peoi>!e and the return 
f f thereout. Nor is it imnaturaL With moneys earmarked 

loi federal expenses, there is no reason why from h'deral revenues suh- 
vontions ought to be^ made to state expenditure. And if onle nudi si h- 
bkinT principles are they to be made? The 

hituri a rFTrAfr!!^. assignments does not promise for it a more successful 
rutuie, and a letiiiu to it can only provoke inter-provineial rivalry. There 
lueasure of provincial^ needs, and any amount can be spent by 
^ money is available. A basis of distribution satis- 
to the provinces cannot be secured. Kather than start again fresh 
agitxition ior grants, the hederaj Goveimment will rather exclaim, ‘diands 
oTt . {he provinces having obtained fiscal autononn', ought to adjust tlieir 
expenditure to their revenues or raise more by i‘resli taxation if they ivant 
ivill be the persistent reply. A tinance minister who is constantly reminded 
proportion which he aimually spends, say, on agricultui'e and the 
ai u.\, and leels compiinction at tlie disjiarity, will have the moral pressure 

to look at the agricultural grant but has 
y the a-im,^ hill to pay. That ivill be the ivorst of separatist finance in a 
uependoucy like oui“s. 


^ tlm view that has lieen set out above, it is clear that none of the 

plans adumbrated by Sebginan, whether individually or collectivelv, can lie 
expected to eiFect even a theoretically correei distribution of taxes between 
i^ederal and State Governments. Whether the tax is assessed by local autbo- 
rities witli addition for tlie use of Central Government or by Central Govern- 
ment ivitii additions lor local pm-poses, the pi-inoiple of autonomy goes, 
and that is the essence ot federal finance. The separation of the sources of 
revenue rs round to work unevenly. Assignments and subventions, as lias 
been stated ^ihove, and as the history of provincial assignments since the 
days ot Lord Mayo, shows, cannot give satisfaction. The character of the 
revenues points to the fact that a central administration is capable of 
taking a more approximate estimate of the fiscal needs, requirements and 
capacities of the country as a whole than a number of separate administra- 
tions. JtxperieiU'e has shown in othei* countries the need for customs and 
mcomes being managed liy a Central Government, in order that there may 
discrimination. The same must be said of the excise on 
salt. With i‘elerence to the present provincial beads of revenue, the obvi- 
ously unequal levy on laud in the different provinces is a most oppressive 
and yexatious feature of the fiscal system, and the importance of equalising 
the incidence in any attempt at reforming the basic principles of taxa- 
tion is called for both on principles of fiscal expediency and on the 
broader principles ol moral obligation which every civTisc^l State ow'es 
to its subjects It is a tax which vitally affects the teeming millions 
and the inequalities of whose incidence has been so sanctified by usage as to 
bhint the moral instincts of those wdio should have been foremost in remov- 
mg them. Jf the suggestion made lielow to tax higher agricultural incomes 
IS adopted, an amalgamated staff of the revenue and income-tax depart- 
ments will have to administer it, and obviously it is better as an imperial 
head. Mie provinciabsatioii of stamps has already begun to be ivorked un- 
ecjually and the recent amendments of tlie Stamp and Court-fees Acts do 
not disclose any true ajipreciation on the part of the legislators of the 
jilaoe of fees in the fiscal system. To tax justice or commerce for revenue 
purposes is to show a remarkable contempt for liotli. The last important 
head ot provincial revenue is excise duties on liquor, country spirits, etc. 
As the excise is both a tax and an instrument of social and inoral reciama- 
tion, .it ivonid certainly be better that the Central Government is in charge 
of it, so that w'lth the experience gained in the working of it in different 
localities and among different classes, the utmost advantage may be tmiiied 
both to llie State and its subjects. It is dealt with in greater' detail else- 
whero. 1 here does not appear to be any source which iniglit he exclnsivelv 
adimnistered by the jirovinoes with advantage to the exchequer or to the 
tax- payer, ^ 

Thei'o is no gainsa.ving the fact that the restoration of a rigid nnitarv 
htate 1.S oppo.sGd to the general prevailing political demand for proviticial 
autonomy with independent powers of taxation. Tf a federal sv.stem is 
necessarily the test form of Government, it may he the general tkx-payer 
may have to put np with some measure of ftscal inequalities. It doM iiot, 
aiipear that conditions for a federal sy.stem are existeni, or any intelligent 
exposition has been made anywhere as to the comparative merits and demerits 





oi^ .*i iK‘deral rn\^i/s tuilary Staio. Tiie growing demiiiul Tor division oi 
l>rovni(‘es on linguistic hasib, or on a religious basis so as to jniiiiinise the 
.rlindu-Mussalnian points to a sticking divergence from those 

econoinie ties, lacilibies and resources whidi alone can perhaps ho a. rational 
aisjs lor the iormation oi administrative units. The condition precedent 
lor poiitieai division is the confidence of the people to work those institu- 
tions with i airness and ec|ua.lity ; mid where there is a general distrust of 
each other, it would he icily to remove those forces whidi Jiave lieen 
at work in wedding the heterogeneous mass into one lioinogon cons vdiole. 

I he existence of a eentralised governnient is one of the most potent instru- 
ments that lias so welded the people of this country. The process is not 
yet (complete. Hie premature formation of indepencieiit units out of what 
were meu’e administyativi* agencies to^ carry on tile behests of a stimng 
( eiitrai (jovcrumeiit, has been rcsponsilile for the lissures which have been 
driven into a jieople struggling to he united. Communal fends and religious 
ieuds, where they are not petty or personal, arc the outward nmnifestaiions 
of the fear of the ojiportuiiities which provincial hoiuo rule will give t!ie 
majority eommunities to tyi-amiise over the minor ones. The introduction, 
by Rir .H. R. Cour of a Religions Endowmens Bill in the Legislative 
Assembly, with the necessarily legitimate imjilication, based U])on the exjieri- 
enee of the x\]a(li-as Hill, tliat the provinces cannot he trusted to legislate on 
Ihe lines of least resistence even on a matter in whidi Hindu feeling 
may he expected to lie united, is a. melaneholy confession that five years 
of provincial home rule has only taught the lesson of our unfitness for it 
and that on one matter at least it must give way to central legislation. 
One may he pardoned for venturing the apiu'eheiision that jirovincial 
autonomy may only prove an instrument in employing the hj-iite force of 
majority to accentuate ftscal inequalities by so modifying the burden of 
taxation as to liurt particular classes and communities and benefit others. 

The Classification of Taxes. 

Before entering into the various sources of taxation, it may perhaps lie 
necessary to say a word or two about the classification of taxes and their re- 
lative importance in tlie fiscal system. Man\^ attempts have been made by able 
financiers to divide them into a number of groups, even to the extent of 
preferring the one to the other or of omitting some from the list altogetlier. 
For example, the commercial services are held by some to he outside the 
scope of taxation. If so, the revenue derived from posts, telegraphs and 
railways ought to be excluded from the category of taxation. Even the 
water cess will tlien have to go. Extending tlie same xirinciple a little fur- 
ther, fees have no place in any ta.x system. The duty on stamps, whether 
used in commerce or in the administration of justice, must he regarded as 
fees which are not taxation proper. Again, tliere is a conflict between the 
comparative merits of direct and indirect taxes, oi* wliat Religman has 
called persona] taxes,^ and real or specific taxes. Iiidirect taxation has long 
been in vogue; and direct taxation, especially on incomes, is of recent origin. 
The large increase in revenue which dii-ect taxation has brought ’ to 
the exchequer since the War has emholcloned financiers to depend 
more upon it than upon indirect methods which add to the cost of living 
much to the chagrin of the tax-payer and tlie emharrassment of the tax- 
gatherer. It is completely forgotten that the apparent increase is not likely 
to last long and will have to he considerably moderated down when stabili- 
;5ation of prices takes place ivith the restoration of a stable monetaiy stan- 
dard. Anyhow, the various conflicting views about the sources of taxation 
will have to be duly noted in any attempt to find out if the scheme of taxa- 
tion is equitable and in accordance with economic principles. There is be- 
sides a century-old conflict whether land revenue is a tax or rent, and in 
attempts made by certain critics to assess the incidence of taxation, the land 
revenue is entirely left out of count. 

Strictly speaking, fees, commercial services and even land revenue ivill 
have to be omitted from taxation proiier, if the collections under these heads 
were made according to well-recognized principles. But unfortunately all 
those have developed into taxes roper in their administration. Neither the 
duty on general stamps, nor the court-fees on judicial stamps, nor the fees 
for registration fulfil the function of fees proper. What distinguishes a fee 
from a tax is, whereas the latter is a general contribution for general pur- 
poses, the former is a special payment for special services rendered by public 
agents as compensation therefor. Although the State by its power of com- 
pulsion obliges tlie individual to resort to public agencies and fixes arbitrarily 



the payment made therefor, as a rule, says the German writer, Iv. T. Elie- 
herg, the charges should be no higher than is necessary to meet the average 
cost ot running the office coiicenied, though in particular cases the fee may be 
above or below the average level. Tlie public agencies or institutions exist 
tor public ends, and the tee is paid by the individual who resorts to them 
lor^ the special service so rendered to him. I’he ])arammint imi)ortance of 
niaintainiiig tlie-.e institut'ons and agencies, whether tlu' citizen resorts to 
then! or not, is the reason for not recovering the entire cliai'ge fj*oin him or, 
at all events, not more than their maiiitenauce charges. The character of 
the tee is adniittedly changed in this country. The principal item, stamps, 
IS a provnicial source of revenue, luul it yields about twelve ci'ores of rupees. 
1 he stamps are a tax on transactions a,nd on judicial ])roceedings, and they 
are leyieci and increased as such. Their incidence has been heavy, and they 
have had a marked effect on the economic condition oi the people. The 
high level of stamp duty on transfers of property has Imd the effect of add- 
ing to the burden of the borrower or the vendor who usually pays the full 
amount, and though it might not have restrained transfers, it has in inauv 
eases led to undervahiations to escape the onei-oim character of it. The increase 
m the court-fees, has, if possible, acted as a deterrent in dissuading people 
trom resort to law courts, which cannot and ought not to bo the poiicv of 
any settled Government. Tlic heavy cost of litigation is one of the prime 
causes ol the economic deteri oration ami i ml el )t eel ness of the people. It is 
a wholesome policy ot civilised States to make the administration of iustico 

1*1 hml-i'ock upon which human institutions 

lest. Resort to law seldom reflects aliihty to jmy : in most cases it is a 
ta Vint it iiecGssity regreto^^ hath hy the plaintifl* and the defendant. By 
taxing It, you shut the doors of the court-house to all but the rich Its 
effect can only be to rob the faith of the people in the adrnhiistratiou of 
justice-~not very high even now---also to develop a sense of wioimXiim 
among the rich wlm can snap tlieir fingers at those who cannot asseH their 
i ghts without ruining themselyes. Bentlmm was not far wroi'f his 
mteixlict of taxes raised from litigants either in the shape of .feanips o- 
eouit-fees, nor Hobson when he condemned duties on deeds of transfer^ To 
keep them yuthin the limits of fees, they must ho so reduced as to nvdVe tlm 
cTtizcim. to run those agencies vdiose services are invokecl'hy the 
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eoiiwuiting t]ie iuieivst« of the borvicos, if iiofc of ilio lower, bui cerliiinly^ of 
the higher ranks. Au eleuieiit of tax is introduced in what is purely ^ a 
mercantile project. 

The most important sei*vice, the railways, is now worked in the country 
on^ neither the costs nor the })ronts principle. It is mainly a source of tax- 
ation. It was a source of taxation when it showed year after, year only a 
(leticit balance, and it has also become a source of taxation jhuv that it 
yields a. good surplus. The general tax-payer paid the gun,rauteed interest 
with a deficit budget and be now pays in high rates and fares for the an- 
nual surplus levied on the principle of what the business can hear. The 
business opportunism which converted the Swiss raihvays into potent instru- 
inents for the economic weal of the confederation has iio phico in the woik- 
ing of hulian railways, and tliey are run on principles which lain counter to 
the legitimate interests of the people. Since the railways hegan to tui’n tlio 
tide, they liave been tlie primnpal source of ineoirie to make good j-evenue 
deficits, and wlien these overstripped the railway receipts, there was a fiirtlier 
imjiosition of increased fares and rates. If the Indian railways liad heeu 
woj-ked on the principle of commercial profits, the hudget would have been 
ecpialised by additional taxation or curtailment of exjienditurc. As it is, 
there is a high and unjustifiable strain on the movement of goods and men 
which has retarded internal commerce and increased everywhere the cost of 
living. The recent separation of the railway finance from tlic revenue ac- 
counts miglit bring home to the people the extent to which the tax on iraii- 
sit has relieved the pressure of taxation on other heads. For the current 
year the relief so given is about five crores. But it can do no permanent 
good unless the railway system is going to be ivorked on pure Imsiiiess lines 
without the monopolist charge for ‘the service. The aim which the Swiss 
Federal Council sought to achieve by taking over the owmership of the rail- 
way system, and the success tliat it has met so far, indicate how- successfully 
the national aim can be accomplished even in this country, if tlie State 
undertook its control and managed it w^ith a similar end In view. Apart 
from the appeal to national pride which insists, as it did in the Swi'ss Federal 
Council, upon the popular management of those affairs wdiich are of prime 
importance to the safety and w-ell-heing of the commonwealth, the case for 
nationalisation is founded upon sober calculations of lower j*ates, due facili- 
ties for the development of internal and external commerce, improved con- 
ditions for raihvay employees especially of the low-er grade, and of chen])er 
management generally. At present it has all the evils of a mono])o]v conceim 
petted and favoured by irresponsible boards, wko have more the interest of 
the foreign trader than of the Indian tax-payer at heart. 


General Principles ov Taxation. 

^ The question wkother these and other sources of pu])iic revenue, to 
wdiich w^e shall advert later on, are equitable and in accordance with, 
mic princix>his is one of prime i ^ ‘ 

defining those economic principles wdiich a 
ation. One naturally refers ' 
in spite of years still take the field, 
fications necessary to bring 
although a few- maxims of 
maxims of Smith are _ 
of equal importance. Criticism lias 
that should be taken 
cations for them. And the vi 
aiuiotations made on the ability 

of his maxims 

mercantilist theory wdiich was in vogue in his 
founded upon his system a distinctly 

most celebrated ex^ionent w-as Mill , __ 

school of moral philosophy, the individualist school in economics imposed stern 
limitations to governmental actions. It is not to be w-oudered that during 
the nineteenth century a strictei- inteiqiretation ivas given to the obligations 
of State ill respect of individual concerns. It is a far cry from those davs 
to the socio-politi(ral doctrines of Wagner wdiich strike at the root of all 
social organisms that rest upon free competition and the distribution of pro- 
perty based upon it. Socialism and communism are not yet spent forces, and 
though the best modern economic tliought does not go" so far, it goes far 
enough to justify the employment by the State of its poivers for promoting 
such economic and social adjustments as will make for the well-being of the 


econo-. 

importance and cannot ]>e ansivered without 
re the fundamental basis of tax- 

to the w^ell-kmnvn maxims of Adam Smith, which 
\ and desires to know^ the additions or quali- 
them up to date. It may be stated at once that 
ininor importance have lieen added by critics, the 
good for wairking jiurposes, though a]] of them are not 
rather centred round the view^-points 
ni a scheme of taxation than upon finding out qualifi- 
’iew-points are the logical outcome of the various 
!.hy principle wdiich is the first and the foremost 
Himself a nationalist of wdde outlook. Smith attacked tiie 

tinie; and liis successors 
_ individualistic school, of wdiich the 
II n der the in fl uen ce of the utilitarian 
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people a 4 \\ iioreas AI ill Uiougiit Uuit graduated i.a:Na.iion was ^n'adii- 

ated rob )ery, Muirsluill lieJd tliat the shares ot Jiaiioiial burdens must )>e <rvii- 
uafced very steeply ! The intensity of tlie demand for -steep- gimduaP^^n 
as already created a, rea<.,tion in favour of proportionai taxation irit 
may at a certain stage swallow even twenty shillings in the pound. 

^50 views is a difference in fundamentals 
I lie Mid-\ictona,u view of taxation was that it must lie raised oiifv for ro' 

century wants to emphasise an-ulteiioi* piij*. 
^rhVn \ r ? in the aggregate of national wealth. 

Sdmnes oi taxation there to re. wdi noi'essanly have to vary, and attem])ts 
.ue also made io justdy taxes on jirinciples whicli ai'e in accord with the 
economic ends the advocates have in order to extend their o])eration In' 
dnect taxes for example, and taxes 011 consumption, expenditure and eniov- 
ment, whu‘h ni some eases are regressive, are justified on the older view hut 
prop*ossive taxation can ho justified only on tiie modern view. Bonie econo- 
nnstSj who are astounded at the Icngtii to which graduation can he carried 
om seek to justify it on the rental theory, Mr, J. A. Hobson justifies it on 
the giOLind that it is only taxation of surplus, though lie admits the difficul- 
ties in. practical a])piication of the theoreti(*al ba>sis of economic rents Pro- 
portional tiixation, on fhe other hand, can he justified on the older view 
and Will not meet with tlic requirements of modern advocates. Sir Josiah 
Stamp seeks to unify the conflicting jirincipfes by enunciating the view 
that first one must assume tJio differences in wealth and ability to liavc some 
ethical or economic warrant behind them ; provided secondly, that the burden 
so Jaid has no^ economic reactions inimical to tlie prog]- 4 ss of society one 
can then examine the basic assumption, and if it is felt that it is not fully 
sound, and that sonie people are richer and others poorer than can he insti- 
lled either on ethical or economical grounds, one can go cautiouslv away 
from the hrst results by judicious modifications.- A deviation from tins 
ctlneo-economic principle is beset witli difueiilties, and he adds' -When we 
intiNoduee the third prmcip 1 e-™-the obligation of the State to rectify uniiisti- 
nable diftereiices of wealth — we put it upon the State to inquii'e into the 
merits of tlie two incomes and to ask such questions as the following : Ts it 
really possible for pure ability to be worth so much more tlian ordinary 
powers can command? Ts not the reward too high? Does not this man ex- 
ploit the monopoly of his name and fame, and draw as unearned wealth fees 
trom a Jot of old ladies who fancy they have something the matter with them? 
unless we are going to deny that men differ in ability, in application and 
in thi'ift, and that those differences are rightly reflected l>y some difference 
of fortune, we cannot carry the obligation of the State to rectify inequali- 
ties of fortune beyond that part of the inequality which we can conffdently 
assert is not a proper .reflection of the inequality of ability, application and 
thrift.- ’ . j. . 

The view-point of Sir Josiah Stamp lias certainly this merit about it 
that, whereas it moves away from the older school, it does not approve of 
a wrench from the economic foundation of modern society based as it is, 
upon a competitive system and free organisation and movement of capital 
and lalioiir. The ulterior object of taxalion will have a subordinate place in 
a scheme, the prime concern oC which is an equitable burden on the tax-paver 
on a progressive scale. Tt need Imrdly he pointed out that it is possible to 
carry out tins principle only in tlie case of direct taxes on incomes from wliat- 
ever source they may be derived and upon tangible immovable property. It 
would be very difficult to give effect to it in indirect taxes. Professor Selig- 
man says that it is possible to do so. He instances the case of wbisky and 
tobacco and asks: ^Yhy sboulcl not the whisky tax be imposed at a liio-her 
rate on the better grades? 'Wliy should not the tobacco tax be so arrano-ed 
as to increase progressively with the price of the cigar ? Why should 
not realise the same principle, so far as practicable, in the ease of articles 
of consumption? If, as he says, it is possible, there is no reason wliv be 
should add the qualifying phrase -as far as practicable.” It does not appear, 
iiowever, that taxes on consumption have anywhere been successfully imposed 
upon the progressive principle. Even a ffat or proportional rate lias'the effect 
of being regressive. Compared with the rich, it falls heavily on the poor; 
more especially on those with a large family. Administrative difficulties 
introduce a further element of regression. WJiether the duties are specilie 
or ad valorem, or a comhination of botli as in India, it would he difficult to 
levy a rate on the eoimnodities, so that the consumers may be made to pay 
HI proportion to their abilities. It cannot be obhei’wise. The needs of tlie 
poor are many and incessant: tlieir resources limited. But the needs of the 
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Jt follows thou that on ocoiionilc i)i-incii>les the iudireet taxes on eon. 
sumption and e.xjieiulituro can play hut a subordinate part in a well-ordered 
tax system. The principle underlying the leyy of indirect taxes ifthe 
Smithian maxim that every subject must contribute to the State aecordino- 
emplmsis is laid on universality rather than on 
a -jV' I IS a diflereiice of opinion as to their incidence Ad-un 

Smith himself says that the consumer is at liberty to pay oi not to pay 
wm t I many of lus followers acclaim their voluntarv eharacteix 

TV latever be said of certain Inxuries which most people in 'moderate cir* 
cum, stances can go without, it will he absurd to niainSthi^t inclhect taxes 

the tax t '--titles taxed a^'ue^dS 

iJi tax IS ohligatoi.’y ; and in some cases tlio.y may even enhance the nrice 
liy more than the amount of the tax. But it is true now as of yore t L man 
does not live on broad alone; and if food is exempt from tlm schedule 1!f 
taxed imports% tne poor may a.ssuredly get a little relief. But a tax on food 

‘ England, and if imperial pre- 

Jcienre begin, s to discnnnnate in favour of empire-grown wheat a.s against 
Ai^entiiie or Amencaii supplies, indirect taxation will have hegm. to tell 
pon the CO.SD of living in every English household. N^or can a decent revenne 
e derived by confining the .schedule to a few articles of luxuries It is the 

and**Bm r1 amount with little inconvenience; 

and the customs are levied not hecau.so they offer to every purchaser the 

&d h5’,fb,’l.i" -f Hobson’s^choic; aat is 

of the T il ^ the largest number of citizens 

Oi tile State, llie cii.stoJiis serve a double purpose of dispersino* the burden 

tfx navlr does'"”’?’? fi'l Em collection least ohjectioiiahle. The 

tax-x>a\ei does not feel tlie same irksomeness m paying an indirect tax ns he 

&ek’’f^n''^a'' i? nnpereeptabli and "that is Bs iimri? 

fbA between tlie two principles, both equally important: 

t e fil ?ew?es'ldv?'’ioTf ' the principle of ability and makes 

the Ux legiessne and by no ineaiis progressive. Where the object is only 

the revenue, the tax is an unequal levy, and unless coupled witli 
direct ta.xation its incident^ is likely to be felt oppressively by the poor at 

1 few countries which ^huposo 

.^’eveiiue purposes; tlie ulterior motive of protec- 
tion i,s the controll nig factor, nowever much the protectionist pill mav he 
sugai-coated with high-sounding names as the sifeguaixBnr of industries 
And hnaiiciers will liave ni_ the future to consider the dynamic effect of iin- 
poit duties more than then’ elasticity in yielding roveiiiie. 

it is^a"Oi?en?:n?°r '"*'10 Legislative A,ssom1.iy whether 

ho doidi^td I ? 1 f «ei>eme of taxation that lia..s got to 

be devrsed. It would be extravagant to contend that the eminent fnnniciers 
who hav-e been in chargm of the admiiii.stration. including .such stXOrt 
as Mr. James \Vilsoi, Mr Sanniel Laing. Mr. Massey. Sir Evelyn BaHno- 
Sii Auckland Colvni,_ Sir David Barbour, and Sir Fleetwood IVilson. not to 
speak ol the host lyhich the Civil Service has coiitrihnted. have not been ini- 

I’f”;' il'dl^ V Pi-'ncipies that have governed the administration 

ot pnlilic hnaiice in the Ibiited Ixingdom and have not been actuated with the 

iusl-filfon develo])ing a sy.stiHii, which, if it cannot ho 

.lustihed on the principles that are m vogue now, did good service in their 
da.v.s. But there i.s aiiyile room for the \vuical ohseuw^atiou that circum- 
f +1 'vy® always been to subordinate the general 

inteie&ts of this country to the wider mtorests of British traders and iiianu- 
facturers and the incessant claims of the War Office, the policy followed has 
111 the main l)eeii_ to raise the maximum revenue wdth minimum fuss. Apart 

''TS'” i *J'® oottoii duties, there have lieeii ever ,so inaiiv 

imstaiices of the undue inteifereneo of British interasts, real or fancied in 
the s|iap'i\K of our finaiuial policy; and if ex-Piiiance Members would only 

■evJ. I : n r ^ i"'^ '* bring in a 

lovelafmn of astonnding inoral value. At all events, such is the general 

viev exliilukHl itseli in ontspokeii criticism even in tiie veiT first 

ijetorined couiiciI,s when, voicing the considered opinion' of his 
colleagues, a friendly critic of Govenimeiit said that “there is internal evi- 
dence, during the discuysiou within the four corners in this house thaL 
neither measure ftho budget and the PinaiK* Bill) traces deseent from the 
Hon hie the jiiiianco Member; that he is really a free agent with reference 
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to either; not witli regard to the important question of the sale of reverse 
councils, not Avith regard to the important question of exchange; not Avitli 


regard to the omission of the duty upon imported silver bullion; there are 
clear indications that the Hon’ble IVleinber is speaking Avitk a 


_ . speaking with a borrowed 

voice/ And Sir Malcolm Hailey, the Finance avIio followed him, 

maintained a discreet silence in regard to this direct challenge, except tliat 



botAyeen the tw’o countries, though he happens to be a man of outstanding 
abilities. ^ Even the Secretary of State for India can do little; and the late 
Lord Salisbury stated hy his evidence before the Select Committee of Pai'- 
liaiueut on East India Finance that tlie only I'einedy for this state of things 
lay in irritating public opinion. It is no' easy niatter to irritate British, 
public opinion on matters Indian. 


Subject to this limitation and making due allowance for the subservience 
of our interests to the paramount claims of the British tax-payer, an examin- 
ation of the tax system reveals the gulf that separates it from economic 
principles old or new. There has been little or no thought given to the 
incidence on the tax-payer, and the lancet has not been applied to those 
parts of the body Avhere lilood is most congested. The principal source of 
rewenue till recently was the land, and the iirst im])act of the tax is made 
to fall on the small culiiA^ator, the larger landoAvners having their demand 
permanently settled. Apart from the fact that there is a total absence of 
progression, the small cultivator has bis demands periodically revised or 
enhanced on principles, which tlie Boitlement Officers are perfectly 
satisfied are the soundest, and, wliat is more, misunderstood by everybody 
else than the official coterie. A recent order of the Madras Govern- 
ment stood aghast at the suggestion that the small cultivator paying a tax 
of ten rupees and under should be exempoed from taxation and Wi trenched 
itself behind the historic sanction that propped it. As Canard said, an old 
tax is a good tax, or in other AAmrds, an ancient iniquity is sanctified equity. 
The principle underlying the land revenue is the Biblical saying that to him 
that hath much shall be given, and from him that hath not, even the little 
that he hath shall be taken away. In addition to the land revenue, Avhidi 
falls upon the largest number of people, there is the salt tax which falls 
upon everyone. ^ The duty on imported cotton, woollen and silk and the 
excise on Indian cotton manufacturers — which is a x^urely Anglo- 
Indian patent in scientific taxation — fall universally, to which 
we may add the duty on sugar and petroleum. If we leave out of account 
the duty on imported liquors, the excise duties on local manufactures must 
be deemed to fall xipoii tbc poor, lioAvever wicked the drink habit may be’*. 
The heavy cost of the movement of goods and men internally falls upon 
the poor. The principal sources of tax incomes are thus derived from the 
poor and dearly they are regressive. The only exception is the tax on in- 
comes, wdiich by the adoxition of the principle of graduation has recently 
come to the relief of Avhat otheiuvise has been a hopeie-sly unscientific system 
of colleetiug as much revenue in as insidious a manner from as helpless a 
number of people as possible. 


The Land Bf^vexite. 


In concluding an elaborate revlexv on the land revenue policy of the 
Indian Governmeut, the writer of the classic apologia of 1902 confessed that 
the one claim which the Government of India would decline to make for it 
was that it could proixerly be regarded as a science. After that, it would 
be mere supererogation to debate the question whether it is based upon 
sound economic jirinciples. But the controversy as to whether it is a tax 
or a rent still continixes unabated and is likely to grow till a statutory basis 
is giA’'en to^ the principles that should go%mrn its levy. Adam Smith defines 
rent as price paid for the use of land; and the Government hold that as 
owners of land they are entitled to claim a share of the produce as well as 
a share in its increment. “The ryot in India has, generally speaking,” said 
Sir Edward Laxv once, “neither won ixis lands by the sAvo'rd nor purchased 
them by a cash payment ; he therefore properly pays the rent thereof, to the 
proprietor, that is, to the State” — a theory which invites a retort Avhieh 
need not be made. The concession to the landlord or tlie tenant of a com- 
plete monopoly of the profits of all imxirovenients of the soil in perpetuity, 
whether created by himself or not, runs the resolution, would be a doctrine 
not merely economically unsound, but AAuthont any foundation in native 
custom or any , precedent in history. The customary* or historic aspects need 














not detain ns here; what is more important is the economic ground that is 
relied on. xissaming tliat the land revenue is to be regarded as simply 
a. price paid by the intermediate landlord or cultivating tenant, the price 
may be lixed as liigli as a .monopoly tax. As the sole ownei* of land, which 
IS a jiinited commodity, there is nothing to prevent the State from exacting 
the jiilf. value tliereol, and the result can only he to swell the cost of pro- 
duction in agriciiltiiraJ industry. The rent lieing part of the cost of raising 
produce, agricultural products will have an enhanced value which will be 
ultimately sliiited on to tlie consumer. In, this sense, there is no difference 
between the rent of agricultural land and the rent of Iand>s, tenements and 
hereditaments used in any other trade or industry. It is open to those 
agricul t Ural trade to pay the x^rice which the owner demands, 
even tiiougii it may lie the competitive price, and so far as the general coin- 
muiiity is concerned, it can no more complain against it than against any 
other item which makes up the cost of production. And, after all, the price 
for the use of land may not he a determining factor in the ultimate cost ot 


rm r ’ ■'lowc'Vor, is nob I lie view of those who rely on the rental theory, 
ihey do not take tlieir stand on the .more comp rehensive definition of Adam 
Smith, })iit coniine it to the weri-knowii theory of economic rent enunciated 
by R.icardo and develoiied by his successors. They are unwilling to own 
that by any act of tlieirs they are wilfully putting up the price of food and 
urge the modest claim tc> take but the least useful portion of the national 
wealth leaving the rest for the beiielit of the jirodiicer. They further con- 
tend tliat on no account can they surrender to the landlords or tenants any 
portion of the improvements due to the grmvth of population to the gradual 
developuient of the country, to the introduction of neiv staples or to an in- 
crease in the productivity of the soil and in the value of its produce, more 
pai^ticularly if the latter are themselves the result of an expenditure upon 
irrigation or comnmnications that has been incurred hj^ the State. The 
tiieop^ IS the same that was at the bottom of the ^ increment value duties” in 
the United Kingdom, which met with such a signal failure. It is justified 
on the principle of special ability or windfall which the landowner gets hy 
social deveioiiments, and which he is therefore capable of paying without anv 
particular hurt to himself. The landowner does not ^^earn” the increment 
for whatever is earned by him is exempt from taxation, and what portion 
of it is not so earntxl may justifiably come under the beneficial operation of 
the revenue authorities. The increment due to the progress of societv as 
ii wdiole inust go hack to tlie society by means of general taxation. Tbero 
IS a moral and economic justification for it. The assessment of such’ un- 
eanied rent or increment has to he worked out hy the Settlement Officer in 
tlie vilhige or in the fields and not by the theorist in his study. The Settle- 
ment Department, according to them, is a bee-hive of practical economists 
who weigh in the balance the ^^earned” and the ‘^unearned” increment in 
each unit of cultivated land and appropriate for the State the 'hinearned” 
income reserving the earned income to the actual cultivator. 

Whatever may lie the theoretical basis of unearned increments in a 
sparsely-populated region with extensive areas awaiting the combined efforts 
of capital and labour for tlieir exploitation, it will be folly to apply the same 
notion to a well-developed country wliicli is thickly populated and w^lierd all 
the cultivable land is brought under the plough. The blind application of 
the theory of economic 3;ents to the practical conditions of agriculture is 
responsible for the belief that the land yields an unearned increment of 
25 per cent during the lifetime of every generation, and that the Government 
with uiiexampled liberality take but three-fourths of it. And how this un- 
earned increment of 25 per cent works out to half the net produce of land is 
nowhere clearly stated. That the theory itself is subject to considerable 
inodifications in places where agriculture is the main industry, and no other 
industry has contributed to social developments without effecting correspond- 
ing detei'i oration, must be patent to any one who works in tlie study; and 
to tlie Settlement Officer it must he still more patent. And it is because 
a superficial survey of certain ephemeral tendencies which arrest the 
eye has been mistaken for economic symptoms of settled growth, that 
the agitation for an economic eiupiiry into the condition oi the peoph^ 
is deservedly gatlicring strength. A closer examination will show, 
however, that every unearned iiicreinent is, as a matter of fact, earned bv 
hard and wearisome labour, year in and year out, not merely hy the hardy 
male but by the entire family working on a few acres of sunburnt soil, which 
is all that stands between them and starvation. Besides, all the factors 
VII~07 



wliicli make for social deFelopment are taxed to the top by a benign Govern- 
ment. Irrigation is taxed j roads are taxed ; transj>ort taxed ; and manure 
is taxed. The growth of the population does not enhance agricultural values 
for the more men are thrown on the land the less is the yield per at pita, and 
it is notorious the pressure of pox)ulation on the land is increasing steadily. 
It is^ a case for easing the horse and not tightening the reins. If new staples 
are introduced and the soil is made more p>roductive, it is due certainly to 
human effort, whether of capital or labour, possibly both. There is no un- 
earned shower for an Indian ciiltivator, as is for the man wdio invests in oil 
or I'ubber or any such sjDeculative stock, and of whom it may safely be said 
that he toils not, neither does he spin. If^ as Mr. Hobson savs, it is not 
iea^ibie or^ cquital^le to attempt to earmark and attack for revenue the 
separate items of surplus in industrial w^ealth as they emerge in the 
present distribution of rent or dividends or proiits, the presnmptuous claim 


w niia -cueorericai jusmicauion tor esraDiisned wrongs. Tliere are as many 
unworthy earned incomes as unworthy unearned incomes, says Sir Josiah 
Stamp, hut without stooping to discriminate, it may be stated that what 
l>asses for rent is not merely rent in the Ricardian sense, but rent in a 
commercial sense. The land revenue is the price paid both for the use of 
land and the improvements made therein. Even ISIr. Shirras is forced to 
admit in all discussions on the incidence of a tax on rent it should be re- 
membered that pui-e ecrmoifiic rent of agricultural land is not confined to the 
natural qualities of the soil, but is infrequently mixed up with forms of in- 
come due to capital and labour, and that in India it certainly is not, except 
in the rarest cases, pure rent, and, like similar imports on land in other 
countries, is best classified as a tax. He adds : ‘‘It has all the characterise 
ties of a tax and its classification as rent or as a tax does not in any wav 
affect its incidence or its effects.” That in fact is the real issue. In the 
calculation of rates of assessment between land and other incomes there is 
certainly some allowance made in favour of the former. The rate is on the 
net produce; allowance is made for seasonal fluctuations, for costs of cul- 
tivation, for varieties of produce, for differentiation in soil and for improve- 
ments made by the landlord or tenant. And yet, the question remains 
whether a 50 per cent tax is a reasonable levy. *In' all these refined calcu- 
lations, the marketable value which land inherent! v possesses is invariably 
ignored. No account is taken of the capital invested on land, unless it be 
that agriculture is an industry which is expected to he dividend-free. If the 
tenant is to he reduced to the status of a serf attached to the land, which 
is inalienable and from wdiich he cannot be alienated, tlie laiid he cuHivates 
becomes part and parcel of the serf which has no value outside of him. But 
if agriculture is to thrive as a national industry and a going concern of 
immense potential and recurring wealth, the investor must expect some re- 
turn. Mr. Findlay Shirras says that in some places land is w’-orth eighty or 
ninety times the Government rental. A 5 per cent interest on the \^hie of 
25 years’ rental may be a very moderate deduction from an arithmetical 
calculation ot the net produce and, if that is allowed, no tax will be payable 
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t’rom its lucliH'j; places liave all been eoiisimecl us wo many attempts to 
inreigle it into dangerous palbs lull of perils and adx^entures. The artiiiciai 
appreciation in the value oi laud can only be I'educed to a normal level by 
increasing coiilidenco on the pai't of the investing public on the success and 
stability o! inodern inslitiilions like joint-stock banks and industrial con- 
cents. An im moderate demand on land can only end in depressing savings 
and accumulations and striking a blow at habits ot thrift, which it must ))e 
the endeavour of every one to stiniulate and foster. 

The economic effects of tiie land revenue system cannot be fully gone 
into in a })aper dealing witii tax problems. It has been looked at from 
different angles by dilferent on-lookers for a good number of years past. 
When tiio discnssion was at its height soon alter the pontilieal pronounce- 
ment of jjord Ciirzon, Mr. j)onaid Hinmaion, a very friendly critic of Govern- 
ment and an ol'iicial of ('onsiderahio expej-ience, said that they overdid tlie 
claim to Jiave estaldislied the proposition that “over-assessment is not, as 
alleged, a general tir widespread source of poverty and indebtedness in 
jndia, and that it cannot lairly lie regarded aw a contributory cause of 
iaininc'h In liis view it was iiuproven. Jrie held that a population of not 
less than fifty millions oi Jnlcrior tenantry were seriously affected by the 
iaiul icneuiic policy along witii another twenty iiiillious of lield-lal)ourcr)S. 

It can Jiaidl^ be demied, ’ he said, ‘^‘tliat intensity ol lamiiie on this large 
population of sub-tenants is greatly due to poverty caused by the operation 
of our land revenue system as a whole”. The evil is sought'to be remedied 
by giving fixity ot tenure to tiie tenant-farmer, bj^ recognizing his legal 
nght to the ocenpation of tlie fields he works in and. it possible, by making 
it inalienable. It -s only _ an ill-conceived attempt to do away' with the 
middleman landowner who is the hetc ^noire of the Settlement Officer. The 
scheme is made attractive by certain writers who suggest the creation of 
economic units,” division below which must lie statutorily prohibited. Tlie 
proposal reminds us of tlie one made by Air. Jesse Collings to give every 
farmer three acres and a cow in the British Isles j but what the economic 
uint is to consist of in this country is not definitely stated. Possibly, that 
will have to depend upon the quality of the soil, the nature of the crops, the 
sources of irrigation and the capital and labour available in each locality. 
It IS beyond our scope to encjuire into the merits or the feasibility of such 
Proposals ; they open out a large problem. Mliat we are concerned with is 
the place of land revenue in our tax system and the best way of removing 
the defects where they exist. 

Judged from the point of view of a tax measure, the system offends 
against ail the recognised maxims of taxation. It cioes violence to the first 
maxim of ability laid down by Adam Smith. The large owner whose de- 
mands have been permanently settled in e.xtens.ve areas gets a dilfereiitial 
treatment from the small tenant whose demands are periodically enhanced 
uiion shadowy grounds. The political and historic reasons may interest the 
antiquary, but not those who actiudly bear the brunt of the burden. Even 
if proportional taxation is the only safe and logical guide to the ability 
principle, the non-exemption of the petty cultivator, whose annual rental is 
ten rupees and under, can find no justification in rational economics. 
The arbitrary and uncertain character of the levy which is liable to be en- 
hanced every twenty or tiiirty years is another source of complaint. Even 
during the currency of a settlement the cast-iron system of a fixed money 
demand creates an uncertainty as to the commodity value of the tax and 
that matters to the large liody of agriculturists more than a fixed coniinuta- 
tion rate.^ Esiiecially is the liardship likely to be heavy in a period of falling 
iirices. ^ The tax is again levied and collected at a season which is most in- 
convenient to the tax-payer. The payment might very conveniently be 
spread over doulile the number of months than now, and it will not lie a 
hardship even to the village accountant. The last maxim of Adam Smith 
is violated by no tax more effectively than by the land tax as has been 
already pointed out. Looked at from the ijoint of view of the individual 
or of the Government acting for the community in its State organisation, or 
even of the community as a producing or ccoiioniio society, the"" system is a 
disappointing failure and calls for an early cliango. 

The economic considerations relating to the first impact of the tax and 
the hnal incidence to wliich reference has already been made, and the want 
and privation, to which not only the subordinate tenants and field-laliorers 
but the still more consideralile l>ocly of landless people are exposed, impress 
the vital need to atta,ck the problem of an exemption limit. The recent 
justification of the ]\Iadras Goveimment that ^^by universal custom assess- 
ment is levied on each acre of laud occupied,” might do reverence to thejr 
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title a.s ialieritors of an audeiit inequity, but .'Scarcely as progeuitors of ii 
ju-^i and equitable tax system, Souietiiiiig can, lio\’iever, be said to the plea 
that “very grave difficulties would arise from any attempt to distiiigiiisli bet- 
ween largo and small holdings/’ if well founded; but the gravity of the diffi- 
culties is left for oiie^s imagination to liil. If a distinction can be drawn 
between large and small “earnings/’ there is no reason why one should not 
be drawn between large and small “holdings”. While the fixing of an exemx)- 
tion limit will be an act of moral justice to the poor, it is bound to have an 
economic advantage of far-reacning import. It may possibly j^ave the w'ay 
for the^ consolidation of small holdings even up to the extent of convenient 
economic units as the tax-free tenant can compete on more favourable terms 
with a tax-x)aying landowner in ^the purchase of agricultural plots; and inci- 
dentally check the tendency to fractionisation, a tax on which will fall only 
on the^ necessitous vendor. Whether the economic advantage is capable 
of realisation or not at the present stage of the destitution of the peaf^antry, 
the exemption of the tax up to a certain point is bound to give new hopes 
to drooping spirits and disappointed hearts, and may slowly but steadily 
enable them to realise the full fruits of the measure. The economic aclvaii- 
lages of large holdings, where they have withstood the ravages of the Hindu 
Law of partition and iiiheritance, may also be exx^ected to preserve them 
from breaking up to escape the burden of taxation. The exemption of small 



all ac’CToi'iuii^ to agr;eulfcurHi wealth to the pool, 
aia e^iiiiiate at about a. Iiuiidred and fifty crores 
!)i laiidiords that so escape taxation, and on the 
tonics, esbiinate a probable improvement of fifteen 
excbetiiior. But il the exemption limit is placed 
largm lor the land tax already paid, tho estimate 
let'c js ago in the (lucstion a,s to the real rent re- 
iVlr. biiirras assesses the present bounty enjoyed by 
0 s per year. A tax on higher scale on properties 
oin professions and trade is generally recoMimended 
ee of precarioiisness and uncertainty ^ but practical 
loii cannot charge the gross income of agriculture 
r liu'omes. Especially in this country where the 
muted and faith less and the rainfall is uncertain, 

I ol good crops are reniote— the agrieiiltuiists hold 
jc earned income of the professional men. It is 
extmiguished, though it may reach the maximum 
a.m] that is why the tax on higher incomes is to 
ot m suiistitutioii of, a moderate tax on rpiit 
imt is to be Ils. 3,000 or Rs. 5,000 may be decided 
experience. In order to avoid taking' any rash 
be kept to start with as high as Rs^ 5,000, In 
:yenue sysdem the lines of least resistance are the 
itisni of the nohhity may be expected to reconcile 
\'ie\v to the relief tliat it will give to tlie large 
i who are scarcely in a position to keep’ body and 


The Inhebitance ■ Tax.' 

C'loselj' allied to the (iuestion of the distribution 
the introduction of the inlieritaiice tax into the fiscal s 
tioii is not a new one. In the Imperial Legislative Comic 
been raised twice, once l>y Sir Griffith Evans and anotln 
Bohan ^ Ghose. The Goyernment of India also seem ti 
feasibilities on three different occasions; once at the im 
Maine, again at the initiative of Sir Edward Laiv and 
connection wdtli the Calcutta Improvement Scheme, 
declared in 1907 tliat on all these occasions the verdict 
that though possible on paper it was unworkable in j 
revived by those who are impressed with the need for 
The difficulties with reference to the administration of 
the joint family system may be overcome. Nor will 
measure be the chief ground of its condemnation, as it 
experimental recomineudation of almost all the civiih 
when it is seen that the duties have been a source of c 
strength to the worried governments, they are deemec 
that ought to be tapped and incorporated in any proper 
they are expected to bring in this country is nowhere st; 
tive precision; and, after all, one may not be sure tliai 
any large revejuie. The main yield will necessarily In 
land. Taking the value of the land at 25 years’ pur cl 
of the annual tax, the total valuation may be fixed 
1,500 erores including tlie permanently-settled areas. I 
by many as an underestimate; but certainly 1,00 
taken as a fair es.tiniaie. due allo'wanee being made fc 
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on personalities are concerned, it is easy to 
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of the assets that miglit very properly 
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industry and thrift. Donations iniev 
HindiLs and Al.uhamniaclans, more especially among 
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he extremely difficult for administrative 
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and confiscatory office is set up to administer 
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com-se m the areas permanently settled. And in order to equalise the inci- 
deuce on all land, the suggestion is already made to remove the exemption 
rom taxation ol higlun- agricnltiiral incomes, on a progressive scale, though 
this will involve double taxation. If this proposal is adopted, agricultunii 
iaiifl will have paid its due share of public revenues, and a furthei^duty can 
only be viewed as an exaction not satisfying the conditions under which 
It came to be imposed in the United Kingdom. The stamp duty collecrod 
on all transfers inter mvos are sufeciently high; the annual tax is pitched 
on no modest sea 0 ; and a duty on large incomes on a progressive scale ^vill 
^ r the VW-10U.S directions from which land can be attacked 

roat,njde"mode,s^ofXSl tv?. “ death-blow to 


1*^ >« generally held that taxes stick to where they fall; but it may 
the luro-ftn duti6.s will .stick to the .so-called beneficiaries. I? 

be sh1lh'’prl +n where the real property is house, the tax null 

artiVe “Wre or less at will, and there is no 

the ino attv "i fi^’T ’ u f , for protecting tenants from 

teotive^ WM +•* ^ ■ *‘’'*^dl<n-ds IS being nicreasingiy felt in towns and pro- 
gi?e tL l ;1o W “heritanco tax upon house will 

Where tile li landlord to shift the burden to the teiiant-at-wiil. 
as a Krie f «wner there will be no shifting, and 

t?ade tlmv^t^il n^V he engaged either in agriculture or 

goods or "dio consume their 

fan only T.T t 'vheii such shifting is impossible, it 

refnent nP ^ i* iresli nidebtedne.s.s. This will certainly be the case' in 

brm^ to mo vke ® it'® produce to 

veiv? 1 ? “aiket. liyen though the payment be spread oyer a number of 

necessarily work as a hardship every time it falls due The 

not to acute and distressing, 'oubit 

not to be iuither accentuated liy any addition to the burden of the 

extent to which the duties may aggravate hardship mav not 
. gauged, but there can be no doubt that as land is overvalued bv 

nnon it ^ Tife® conditions, even a moderate tax must press heaviiV 

ma^ have to be halved for assessing purposes. An average of 4 ner omii 
md “ fortunate few among those who have mvested^oii huni 

and IS poor value compared with a war bond carrvdiig 6 or 7 per cent in t^r 
est income-tax free. The Sowcar is shown to be particulariy bus? L « m 
Tthh *'1 is sure to ply liil trade even more bri.sklv 

ivih onlv ^ *1 r I o" lf"d. Between him and the SirMr they 

will only give an additional turn to tlio screw of the coffin of the pea.sant. '' 


to h??e ‘V® flow from' the duties do not seem 

+n;.:+f:I! 1 r s^ifficiently realised by those who talk glibly as “maids of 
till 1 teen do of puppy dogs about the po.ssible accrelioii to public revenuo.s 

d.?rr.in?r?ol ®®®’"f^° 1“'^® the growing incomes of zaniin- 

dais and Imsy professional men who leave enormous fortunes when tho” 

«I.ti -IN®" ’^tliat were so, there is no need in this country for a statutory 
P ohibition of accimiulations of wealth: there is no law of primogeniture 
file contiiuianee of a .single fortune through several generations is impos.si- 
ble, and as the saying goes “there are three generations from shirt sleeves 
to shirt sleeve.s Ihere is, however, no fear of any .superabundance of 
weaitii crowding into the hands of a few or dissipating among the many : 
tiio^ po'V'erty of the mass is strikingly phenomenal. And if their poor 
savings were to be escheated in part after their death, thev can only 
be redeemed by a forced sale of the rest. The heneficiaiy in ninetv-niiie 
f‘ases out of a hundred will have no ready cash to ])ay tlie duties, and he 
must needs sell or mortgage the properties in a depressed market. The death 
ot every owner will be an advertisement for speculators to knock the pro- 
perty down at a bottom price. There will commence an era of depression 
both of real and tangible personal property all through the year. Secretary 
Mellon of the United States gives an instance of a vValthy man in 
England wdio has made a fortune almost entirely out of taking ‘advantage 
of this necessity of executors, not knowing perhaps how liis turn might 
come next. But for him and such like, sufficient unto the day is the evil 
thereof. If, as Mr. Mellon says, ownership of land in England has ceased 
to luiwe value and large estates can be purchased for less than, the cost cif 
improvements, European precedents cannot impress us with the virtues of 


improvements, ii^uropean precedents cannot impress us witii tne virtues or 
the new-fangled measure. A moderate flat or pi'oportmnate rate is nowhere 
in force and, if graduation is to be made ^^steep1y*k it might absorb a con- 
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siflera])le ])orfcion of the wealth of the holier it ofs and depress to tin enormous 
extent tlie value of tbe properties, it iuip;ht not be so ])ad as in Russia, 
hut in eFFoct there will be very little difference from Bolshevist finance. 


Tun Tax on Incomes. 


If there is any general and widespread notion that the tax on incomes 
IS capable of expaaision, it is high time one is disabused of it. For, the 
opposition to that measure is as strong to-dav as it was wlieii 'it was first 


introduced. The experience of half a century has certainly not acclimatised 
iieople to it, but has rather intensified the feeling against it. One toiieli of 


nature makes the whole world akin, and in respect of no fiscal measure has 
public feeling been so strong and united as against what it lias come to 
regard as a pernicious and inquisitorial levy. When Mr. Wilson introduced 
the measure, it was to last for period of five years, and his successor, 
Mr. Lai iig, declared that the promise was noi: like lovers’ vows meaut to be 


In-oken. Air. Massey’s objection was even more pronounced, and be did not 
rest the case for abolition upon the sentimental ground of keeping faith 


with the people of the country. Tbe peculiar objection wbieb is entertained 
to an income-tax is not so mueb tbe amount oxaclod under a moderate scale 
oi assessment, be said, but the inquisitorial process to wbieb it is necessary 
to resort. “The process is not very mucli to the taste of the English people"; 
hut it is specially repugnant to the habits and feelings of the people of 
Tiulia”. it is time that when Sir Auckland Coivin converted the License 
Tax of 1877 into the Income-tax of 1886, no promise of early abolition tvas 
given. But even a sombre statesman of tbe type of the late Di*. Sir Ashiitosii 
Mukberjee renewed his protest against it, not so much because of the inci- 
dence of the levy — the receipts were then considerably less than two croi-es — 
but because of tbe inquisitorial ])]‘oeess of it. The War and tbe aftermath 
of the War have clouded the real considerations behind the opi^osition ; but 
now that the grip is to he made tigliter, the pent-up feeling will break 
out. If the tax is to play its proj^er role in tlie fiscal system, the first 
efforts of the ffnancier must be directed towards removing those objectionable 
features, whicli mar its operations and make it an odious instrument of 
]>opn.laF oppression. The weakness of vocal exhibition against it is due to 
the character and status of the assessees and tlie limited number — less than 
21 lakhs in a population of 300 millions — who are its victims, and whose 
claim all the same deserve consideration. 


The main target of criticism is tlie agency for the administration of 
the tax which still recently was vested witli the revenue authorities, ft is 
now transferred to a special, and by all means an efficient agency, ])roug]it 
into being under the care and management of the Central Board of Revenue. 
That a special department to collect albeit a heavy sum from a limited num- 
ber of assessees should have been organised, shows the predominant share 
which this source is expected to yield to the public revenues; but little 
attention seems to have been paid to the havoc’ of letting loose ujmn the 
country a multiplicity of officers -who cannot co-oi-dinate their efforts, but 
can only liarass the general tax-payer. When the country is divided into 
a. number of districts for the purpose of vhat is called “general administra- 
tion” wlicre the chief revenue officer does nothing more than “administer” 
the land revenue system, economic considei-ations would seem to emphasise 
the desirability of charging him exclusively with the collection of public 
revenues in all diroctioiis, instead of j'endering the iiiacbiiierv too cumber- 
some and unwieldy. x\t present, there are a cro]) of officers responsible i'or 
tlie various departments, each moving in an orlnt of bis own and nob 
condescending to look at the other; and the chief revemie officer is (iiarged 
witli functions not entirelj" pertaining to the administrathai of public 
revenues. The result is a medley and no turnover of efficient work. 
Between touring and grievance-monger ing, wdien there is no despatch -writ- 
ing, they may be supposed to do the daily routine. If tbe head of the district 
is to co-ordinate with all officers administering the tax system, keeping them 
under his charge and subject to his supervision and conti’cl, the revenue 
department would be run on better, cheaT3er, more efficient and 
business-like lines than noun The reform might possibly do away with 
a nximber of independent solar systems that float on the official horizon, 
but m the interests of economy and harmony it will have to be done. An 
officer in charge of the forests, another iii charge of excise, a third in 
charge of incomes, a fourth in charge of land revenue, all with separfi,te 
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armies under their eominand, divide the responsibility whicli in eaeli aclmini- 
strative unit iniist ho eiutoinised in one. auci be the custodian and repository 

oi: the eeoi]o!nie knowledge of tlie district. 


I]u3 baiieluJ fdtects of the duplication of the machinery are increasingly 
left in the administration ot the income-taxes. Though the assessees number 
less than a tlioiisand in each district taken in the average, a single officer 
is told off ior the work distributed before among a dozen officers, of tlie 
revenue department. The sources of information once tapped hy the entire 
I'evenue staff are expected to be apprised by the resources lie can command. 
An additional officer by way of relief is to supplement his efforts in obtain- 
ing iirst-liand infoi-mation, which the staff engaged iii the land revenue 
adiniiiistrafion had facilities to secure, supplemented though by secret infor- 
niation, whi<‘b enmity or inalice can ruriiisli. If the system iiasnot collapsed, 
it is because the recruits have not been drawn, entirely from the jaded 
stah of j'eveniio dcpartnumt ; and it is too mucli to claim for them tiuit the 
vigour of administi'ation lias oitlier attacked all possible quarters or omitted 
those who ought not to have lieen attacked at all. it could hardly have 
been ladtin*. When it is liot possilile or reasonable to let ilie tax-payer be 
bis own ass(‘ssor, it is necessary that the assessing officer must be in. a 
position h) get independent information and act upon bis judgment wlion 
such inloi'ination is obtained. If the spirit of the income-tax dcqmrtment 
could be infused into the land la^venue staff and they are invested with the 
solo (iuty of investigating into the taxable capacity of the people each 
witliin his jurisdiction, surely they {'an make a safer guess approaching 
pality than a single officer or two, however capable and liiglKininded, not 
in daily contact with the people, and who can at best he guided by infor- 
inations that may not stand scrutiny. And if the pi'oposai to'tax agricultural 
incomes recommended already were adopted, there ought to he a coalescence 
of the two staffs who now run on parallel lines. A single staff responsible 
for the levy and collection of both the agricultiiiail and nou-agriciiltural in- 
comes — many a tax-])ayei' may have to he rated for both — (mn by reason of 
their close conbac't with the people and a definite knowledge of tlieir taxtdde 
capacity cause less irritation, vexation and annoyance than two independent 
organisations each working on its own. hues and indifferent by the very 
nature of things to the effect of its systems on tlie economic condition of 
the tax-pa^'er. 


If the merger of the income-tax staff with the revenue deiiartrnent and 
the restoration of the statvs quo ante followed by a strictt limitation of the 
function of the whole revenue staff, are necessary preliminarios for a justcr 
administration of the revenue laws, the constitution of a separate board of 
appeal independent of the assessing staff is a matter of paramount import- 
ance. Idle provisions now for appeals to the Assistant Commissioner from the 
Income-tax Officer and to the Commissioner from the Assistant Commis- 
sioner, besides depriving the assessees of the easy facilities which they had 
enjoyed till now, and rendering the appeals more expensive and not worth 
the trouble, are furthei- economically unsound and opposed to the principles 
followed in the United Kingdom. The appeals are heard in the United 
Kingdom by an unpaid body of General Commissioners, wliose local know- 
ledge is of' immense help in making proper asses.sments, and in cases of 
difficulty liy the Special Commissioners, a trained body of practising barris- 
ters, solicilors, (ir chartered or incorporated accountants or civil servants 
with inland revenue experience. Tlie Royal Commission recommended that 
these Special Comm iss ion ei's should be dive.stod of administrative v.'ork and 
restricted mainly to tbe judicial side, that is to 'say, to hear and decide 
appeals. In the United States. iSIellon has propo.sed the estahlishmoiit 
of a Board of Tax Appeals in the Treasury, hut independent of the Bureau 
of internal Reveinie, to hear and determine cases involving the assessment 
of internal j-eveniie taxes, which should sit locally in the various judicial 
(‘ircuits tlu’oughout the country. This would give, in his view, an inde- 
pendent aduuiiistrative tribunal equipped to hear both sides of the contro- 
versy, wdiich would sit on appeals from the Bureau of Internal Revenue ami 
make’ decisions, which would he conclusive on both tlie Bureau and the tax- 
])ayer on tlie question of assessment. The tax-payer, in the event that deci- 
sion sliould he against him, would have to pay tlie tax according to the 
assessinent and have recourse to the courts, while the Government, in case 
decision should be against it, would likewise be obliged to have recourse 
to the courts, in order to enforce the collection, of the tax. If this pro- 
])osal is too democratic, the constitution of an independent tribunal of unpaid 
conuuissioners of three to five persons, consisting of at least one retired 
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oominissiouers will remove much of the h-rl+.,+;r.t ‘ of 

the adiuinistration of the present lav^ aunoj-nnco caused by 

the exemption' lim1t”whicli 1s*°iow placS^at°Es ** o^noo®'p„^'“'^®f f*" f duties, 
h?itatfo’n iml ’annoS^neeto® a uiule^’ on“etS-%s\fsi"^” oausf needle’^ 

the family is taken as a unit there will ho found to be^iu) V’ 
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dependeiit on non-a-gricultural incomes do not eant f thev are so unnv^n^ 
sites breeding upon the earning member. But almost evorv P<na- 

3e|htr 

g?iunTo^£e^T^® 

giouncl 01 the increased level ol prices that ruled in 1919 “and it hns iir>+ 
shown any appreciable reduction now. “On none has the uresent r 

KSS' ;r£r:?s “ifii- ss? s;i 
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among the lower grades of the services if ariv such sten shon^d t a^+ 

.^3Sfir^«un^7S4's^ s£7i‘„i ti'S' 

-In some countries, these are taken into consideration before fhf:^ 
keeri^rv^ aiTived. If the principle of making allowances for children house 
keepejs, and dependants is admitted, it will have to be allowed nr act^^^^lk” 

eLmptlon limTt Stan 

niake deductions for these items. The need for diiferenfintinn 

T\ all events^ 

where alone the concession is allowed even in the TTiiitivI 
Jvmgdoni. Marnap is held as a compulsory sacrauient, !uid any dilci hnl^a 
tion against bachelors will assuredly be unproductive With rep-ard to tim 
joint earnings of husbands and wives, the problei of a pe Nonfl i lowonoo 
IS pt likely to arise for a considerable length of lime. Tfe a^ of cK^^ 
may he past, but even as an economic necessity, that man who thinks Mvit 

'S7d3?2f a‘ tizi !f .is I- 5 “ ™ 
r f Sr ss 

compared with investment incomes, as '‘the fairnis of taxing mom 

fiirr r„a“-s^. ^ssl^sHhsifT. £.Hl 

le income continues; the income may be disposed ’ of during *a 
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llla,n^s Jiio and it descends to liis lieirs’\ That is to say, so long as a inaii 
earns no will iniy a lower rate, and when after retirement by old age 
or sickness, lie invests his savings, he must pay d tliird more. But tlie 
problem IS not acute in India, and investment incomes have not reached 
a inagniiiide and proportion to earned incomes Sio ks to warrant differential 
treatment just now. ' ‘ * 

The diseriiniiultion itself is meaningless when it is the professed aim 
oi the Government to develop these habits of thrift and saving which are sa.id 
to he v^anting to a melancholy extent. It is to induce saving that the system 
of Post Office Savings Bank, Post Office Cash Certificates and other forms 
of securities have heon brought into existence. A further extemsion has also 
. been made in ilie issue of tax-exempt securities, which besides depressing 

Jdl other securities, assure a certain source of income to the investor. These 
i secui'ities have for their guarantee the entire revenues of India and secure 

i ior their fortunate owners freedom from taxation, which is shifted on to 

1 their unfortunate lirethren, who might he unwilling, or what is more true, 

iucajuihlc of absorbing the loans. The penalty for such inability is an 
involuntary contrilnition liy way of increased taxation. The evil lias not 
grown in India to the extent it appears to be rampant in the United States; 
i hut the inducement lias put a pi'emium upon idleness and withdrawn a 

1 consideralile amount of capital which would have been better for invest- 

! ment in productive '‘industries. It has further liad the effect of raising 

? the rate of interest tln'ougboiit the country where the price for money is 

> abnormally high. A tax-exempt security at 6 or 7 per cent is a veritable golcl- 

\ mine for many a timid capitalist, and where hitherto he was lending money 

j on easy terms lie wants to drive a hard bargain. Cheap capital is essential 

I for the agricultural industry'; tax-exempt securities make it dearer by pur- 

1 pose. The bounty given at present to those whom the Government want to 

I he their creditors must be removed, if only to lower the rate of interest 

/ for internal loans. It might not be possible to raise the required loan on as 

I easy terms, hut the extra cost will be spread over all tax-payers and will 

; not be confined to those classes who cannot honour the Goveniment l)y sub- 

scribing to their loans. The larger the security, the greater the saving for 
{ the investor in the graduated scale of income and super-taxes that he will 

I otherwise have to pay, -while the issuance of such securities offers a premium 

I for governmental extravagance, which in the end falls on the general tax- 

I pay^r and relatively highly on the non-investing public. 
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i The problem of evasion is one of the most difficult things that confront | 

the administration of the tax. The dishonesty of those who conceal their I 

capacity puts an extra tax on those who reveal it, and tlie income-tax J 

has therefore become a by-word of reproach as a tax on honesty. To a | 

considerable extent the reproach is true, but the difficulties arc being slowly ' [ 

overcome. The introduction of simplified forms of accounts is not likely to i 

improve the state of things. It is not as though the tax-payer does not know I 

he is making a profit or loss; and there is no need for tlie use of presump* I 

tion in levying the tax. On the other hand, those who give false returns do so 
a deliberately, ^ and it can only be improved by tbe manner suggested as lo 

i the reorganisation of the .revenue staff. The more important forms of 
evasion a, re the direct result of some statute or another. The familiar form 

of lax evasion is for the lender to take a usufructuary mortgage of tlio 

il property and lease it to the borrower. There is really no mortgage and lease, 

r ])ut a clear jnoney-lending transaction. In face of the documents. Income-tax 

? Officers are reluctant to assess the lender to^ tax. The Income-tax Act 

'f itself provides for a kind of evasion, the meaning of which is not obvious. 

? A ‘h'egistered firm” is exempt from siipei-tax, unless the proceeds of each 

I shareholder exposes him to the liability and tbe partner can also be assesscrl 

; for income-tax on his share of the income. Bu-t an ‘ Hmregistered firm” is 

5 liable to pay rates of income and sux)er-tax as if it were an individual. The 

i distinction between tbe two is only that the one lias done a formal act 

;■ of registering itself before the Income-tax Officer and the other has not. An 

j “unregistered firm” can evade the law by registering itself. The rationale 

\ ^ ^ clear. The ingenious conversion of families into ^ 

i. eompanies to escape the rigidity of the income and super-taxes, to wliich f 

Sir Basil Blackett referred this year in his budget speech, is only an I 

’’ instance of tbe immemorial rivalry between the tax-payer and the tax- 

gatherer, the one trying to outwit the other; but the best remedy lies in 
reducing the chances of siicli conversion to a minimum by avoiding discrimin- ; 

ation ill tbe rates. The greater the disparity in the rates between indi- ' 

vidnal and company incomes, the more actiro wuTl human ingenuity be to 
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income js, naturally attacked for revenue in iioth places. NV'etion •I9'’ of t i^' 
Indian Income-tax Act gives relief to tliosc iilu. are ,so h t ai d , ndci n 

odd",?!? ]y: t“-'^-l«>yer is at the higher rate If ? e tax ‘s 

paid 111 the [niitecl Ivingdom relief i.s ohtainahle in this conntrv In or?? 1 

iiS'^SS “SSSi; fi r\raS"?S 

si0:iH'Ert 

K53Sir'£ii:svrE#r>¥^^^^^ 

earned in three S^uccc.ssive vear??i I'hin iTta, '? uh^ ''’T' 

introduction of a three-vear basic period for ti-ido. ,1 >e“ders desirable the 
Where the tax paid in the LhiitoV Ki„So? 1 s ^?s Ifie IJlo! 

India will be greater. If the ta\-i)avor i\ in iir ' r claimed in 

taxation, it i.s necessary that the leHrf /s ’'n relieved against dotilde 

of asses, sed income in i:-espect of vhich it may "l?e\.h,imel 

to give the relief ^luicfivhv?^ Boulik?*b\ation''\?"!iot"'^'^’*'^^^ called upon 
the British Empire, and it has heen feature of 

State.s and other Federal Gover’nnioiits How does"if "dl 4 ?f‘"'“ United 

raising the same tax, though at inm-in'-r „ue, „ b t, 

Governments? lu the UnHed States ^hflWc,..i 

levy taxes on incomes and inlieritanc'evi h) vi*n tl'- ' State GovorijmcnlH 
The very principle of putting a niter-statal comity, 

where there cannot bc^ strict division of som^P^^n^ ^miree of reveiuie, 
and provincial administrations, i-ecoo^idLs the nilL inle "T d'®Vi®®? central 
Not only is the Indian tax-pavei Xjmlled to’^^ taxation. 

£■? .,cs;; i?s t,£s t is. ' IHwf 

Urn ?1?L t d^Stiftr 

^.hei'c the income arises on the benefit nrincioli^ iI»p AwJif ^ i • 
graduated rate where the a.sse.s.seo redd? b\ ?nT 
eoTiihination of both if the tax-piiyci' re.sides wlic"? li ! ■’? l“'‘“cij)le and a 
a compromise between two coiib’ctiin>- vicw.s I, T"" an.ses. It is 

^ .solve it by not charging incoimT ari.sing Lt rd Fnu!??' Id c Tte i ? I 
Smgdoiii cannot be so Jiiagnanimoiis even if it (•‘in fn ^ bmled 

It could nut. that is no cSiiceni of tbiV eln rv i . Assummg Umi, 

“ m.e!:r ?XbSg' ^ 

Sd'^dsewhf^e.'"'’ ““ oox.ntey"Xug?H/Zy \Z 

The Hevexue fiioji Customs. 

tod^liSX dS 

continued to be levied till the War necessiteted im??n ^ 

emergency taxation. In 1921 , when Sir Wak-ohn Haile^'^-aked thrS^ferS 



(lii mluretn duty iroin 7t poj* vtn\i to 11 por mit, lie .said that ‘‘our iariH’ 
IS piu'ely a rovouuo pi'oduonig larifp wliicli, wliatevor may be its defcetb here 
aiid tljei-e oti any p;>i‘t !cula r trade, is admittedly not devised with any o])iect 
other than that ol revenue.” He urged that there should be no dcnartui-e from 
ituintil tfie whole ol tlie fiscal policy was thoroughly and exhaustively 
ed by a eonipetcnt and iuipartial body .....L. 

into the liaiids of a I'hscal (’omiuission oi* eleven members 
repoj't has practically iel't the question where it 
the (’omiuission recommended the adoption of 
|■)roteetion”“-a terminologi...! ’ - 

tinqiialihcd protection. T’ . 
was the per]jetuation of itself 
whose object is to explore av^ 
pi-otective duties or direct St 
lias not St) far succeeded in 
cUvserving ol' special {‘I'utclies 
lurnisiied liy the high, revenue 
It is neefll'ul lo have a 
duties, e'*,pecially in 

productive. I'lie Fiscal (.’out mission do 
of theii* ])olicy of “discriminative 
country: they do not sa\^ what' industr 
extent. TSor does the dissenting minute help 
rej)ort recommends the removal of certain 
nmnufacturecl goods, hides and skins 
It docs not say how tlie fall in the j'oeeipt; 
articles could hear an increased duty to 
1110 elFect of an import duty on sugar of 2r 
with ; hut it may be arguable tliat lf an 
levied on Lancashire goods, yvithout 
the chorha may he louder 
of the heavens, 

and Ahmedabad and Lancashire with strict impartiality. 1 
made clotlis will be retained by Iiim in bis fiscal system 
eharha may thrive. Is a policy like tlmt to lie pursued? 
six crores which impoi-tod cotton goods give may then have 
in great part, though Homhay and Ahmedabad may be cf 
out more than a piteous crore and three quai*ters. Will 
with reforeiico to other imports yield similar results? 
result of an intensive protective duty on matclies. cotton 
minei’al oils, metals, yarn and textile fabrics, and other 
manufactured goods, on the public revenues? Will the r 
^orts he compensated for by any increase in the duty 
incomes demived from lho.se who may supply indigonou: 
them? Or like sugar, will they only raise the jiVice and stai 


. ... ■ examiii- 

j he matter was therefore entrusted 
whose inconclusive' 
w'as. By a majority olFoiie, 

. , . _ V. policy of ‘‘diseriininaH^^^ 

gicai inexactitude — uhile the minoritv voted for 
The only result of the labours of the^ (’ommis-sion 
under tlie nom-de-plume of a Tariff Board, 
enues of a j‘apid industrialisation by means of 
late help liy bounties. The zeal of' the Board 
lerreting out any good niiinher of industries 
to enable Llicm t() walk, apart rrom what is 
duties already in force. 

(*lear idea as to the ulterior object of (*usloins 
tlin.^e cases whei-e they cannot be bolh ’ protective and 
not discuss in tlieir report the elfect 
protection” on the revenues of the 
ies demand protection and to what 
'p one very miKh. The majority 
duties, especially on coal, seini- 
raw materials, machinery and iea. 
^s is to be inade good and wh.>it 
encourage * internal production. 

5 per cent has been already dealt 
1 , iin])ort dut\" of cent per cent were 
a corresponding excise, the music of 

— - — and more enclianting than the music 

But Hahatma Gandhi hates mill-made goods of Bonihav 
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iliG fiscal system sliouJd be tami^ei’ecl 
advantage cannot be derived, and the 
ordinary rise in prices and cost of liv 
be justified if there is some clianc 
it would be criminal folly?- to wa 
m the off-chance of reaching an i 
learnt at a cost of three and 
and a good recurring sum till 
lesson that empericism is not 

R,evenue being the only cot 


time wheii' ■'■■full' "ecdnoniit'' 
e, result, ' call, be .an,,,, .extra- 
porary saerifiee; may even' 
an early writing-olf of tlie loss • b 
natioiial effort and economic energy 
ndustrial ideal, bor the nonce, we have 

tir Commission^ 
tlie larift Board is wound up, the siniBie 
bhe final word in industrial finance. ^ 

sideration which should actuate Governineiit 
^ , one must turn attention to the questbin 

it appreciable effect 

st be stated that no niierence can saiely be drawn at 
uyesj.iy reason of the fact that the period the 
period of a fall in foreign prices. 
f ‘'^fsadjer price-level hero and abroad 
it. High exchange will to a considerable extent 
higli import duties, and the countries which have 
can also afford to sell ns goods a little more cheanlv 

les. Sii Basil Blackett argued that the contention 
have shown better results was scarcely borne out by 

, ciiici tyies and tubes. Except in the case of silk 
the duties-the quantities 
i+i'nt +5 ! ? excess of those before. But 

a stili further increase. The downward course 

the volume of hn- 
-t sties oi imports and exports quinquennial averao-es 
last five years have been too much disturbed to gTve 
^^0 things however, may be remarked. Firstly the 
ipoit duties are either not manufactured in 
e mariiifaetured without added cost, or those 
Libstitiites could not ho found. Becondly we 
opoly or semi-monopoly in any of " our cxnoHg 
foieigner to bear a portion at least of our import- 

I piefeienee to the precious metals — ^viiich are tax- 
manufactures. During the last two years we have 
00 crores 'ivortli of precious metals, of which over 
And the cry is. still they come.’ If the implrt 
d valorem, the consumer would soeiid an .o.tlditinL5 


.urceu -■unmpiiig" ot precious 
ose who xu'ctend to be the friends o 
undoubtedly- true that the East is 
is meant it consumes more than wlia 
■ consumption is not greater. Whei; 
end as to hov- best to secure to a rc 
uindard,^ tlie path of wisdom does ii 
•ting a tree flow ot the precious me; 
JiiX') ill finance does not consist in 
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keeping tlie debit and credit entries correct, a 
coiiraged aink tolerated by British Statesman ' 
long views or economic iiroblems, are 
cloister and are no ‘ ’ 

tionaliy poor people, «xii 

the way oi niteriiationai ti'ad§ can alone 
exports are of fundamental importance; is an xne n 
local .supplies cannot be sufficiently substituted for the 

The Fiscal G 
reyenne duties 

1916”, they wrote/ ‘^he“tM-iF‘has 
consistent with purely free-trade principles. It hires pn 
it in tlie least convenient and the least beneficial way. 
to us therefore that the necessity for raising a large r< 
duties on tlie industries^ of the country must inevitabi 
ado}>tion oi a policy of protection as thev led Germ 
enquiry ns to the need for raising large rereiiue.s from 
their scope and was not made by them. And as the 
rermnne ironi custom.? under a policy of discriminatire p 
only to certain mamitaotiired goods, tobacco and Hquors- 
machinery, cotton yarn and semi-manufactured goods 
does not appear that the loss of revenue could be madi 
duties on tlio luiports chosen for attack. The Comn 
wiiothor a genci-a! revenue duty of 15 per cent is reasoi 
they lay down .seems fair. They .say; “Wlien protection 
not arise, we .see no reason why the Government should 
unties in accordance with the recognised principles whic 
tion. \\ii6n a large revenue is required, it is generally 
has to be imposed on articles of almost universal const 
he classed a.s nec 0 ,ssari 6 s, but in general the neeessari. 
taxed as hglitly as possible. High duties may reasonabl 

lies, pioi-idod care is taken that the duties are not pitch( .... 

the jioino ol inaxi in iim productivity’ h The articles of universal ^^consumption 
are cotton goods food and drinks, and sugar, and these may yet hear a 
heavier burden ])efore they reach the point of maximum productivity. If 
the tax js increased, they cannot at the same time be light. The fact is that 
while unqualified protection has its clangers, discriminatiyc protection can- 
nob be enforced consistently with the needs of revenue and in a manner 
calculated to hear lightly on the general consumer. 

- regard to regressive chai’acter of the customs revenue, which 

rails more .heavily on the poor, who have to spend on the taxed goods a 
larger sum than tlie rich, and the need felt for the articles generally im- 
ported, whoso jilace cannot be filled by internal supplies, it is necessary to 
reduce the diiiies to the pi-e-war level and to restrict the number of dutiable 
articles to a minimum. As the Fiscal Commission point out, all raw materials 
and partly inaimfactured goods ought to be duty free along with coal and 
maciiinery. Articles lu which there is no internal competition shoidd also in 
the interests or tlie eonsiunor be allowed the . same concession unless they are 
classified strictly as luxuries or harmful things. The low revenue duties 
must he conhned only to those articles of iiniversal consumption in which 
there is interna! competition, without a corresponding excise, in order that 
they can get such advantage, as the revenue duty may allow for ulterior 
purposes. A high protective wall will not block the starting of alien con- 
cerns manned and worked with alien capital like the American combine, which 
IS endeavouring to put up a number of match factories in India, which a 
needlessly oitensiye protectionist policy has brought 'within its ring. It is 
not violating strict free-trade principles if no excise duty is imposed upon 
home production to countervail the effect of an import duty upon tiio 
competing article. Such protection as a revenue duty can give is incidental 
to every trade, and there is no sense of revolting against it as against any 
other natural lacihty win* ch the manufacturer may have. If the foreign 
competitor leels hurt, it is open to him to change the nature of his supply; 
he can ship those goods in which there is no local competition, and ivhich 
therefore may be admitted duty free. 


7 :r - IS i^ht clear, unless it be that 

the privilege of the student in the 
OI the tiractical administrator. For uin excep- 
imports. which the removal of 411 obstacles in 
guarantee, and steadily increasing 
it is all the more important when 
--a imported articles. 

economic result of higli 
y liich tend to be protective and held it 
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enters everyone is by now familiar with it. Prom the strictly economic point 
or view an excise duty can be justified only if the luaxinuiiu of internal pro- 
duction IS reaclred^j or there is such a comldnation of internal iirodiieers that 
the heneiLt or the import duty will lie entirely appropi'iated hv them and the 
pneral consumer will be the ultimate loser. In that event, tiie local manu- 
raetiirer will put up the jirice to the extent of the import duty, an evil 
which may be legitimately prevented. That the mill-owners who are natu- 


tiou will naturally bring down prices. Apart from tlie fj;^et that Boinhay 
competes with Laiicashire to an inconsiderable extent, and the excise cannot 
be justified even on free-trade principles on the non-competitive ‘goods, iior 
real rival now is Japan, which even levies a consumption tax to capture 


say that the removal of the excise duty will be giving a xiractical hoinirv 
to^ the cotton magnates is to ignore the difficulties that beset tiiem anil 
minimise the competitive conditions under which alone the industry can 
raise its head. That Jaiian should be in a position to beat Bomliay fii her 
own market must needs make one pause for a wliiJe: it is necessary to fliul 
out wherein lies the wastage. ^\diile the inill-ownei* will doubtless look 
into it and subjeet his methods of’ })voduction to a more efficient test, the. 
State should not by its fiscal methods impose an artificial burden wliiftli 
fetters its natural development. The soil is not unsnited for lieaithy growih 
of the cotton industry, and there will bo no waste of national effort even li- 
the industry secures a temporary advantage whi<‘h the revenue duty will 
give; and the very high dividend which tlie mill-owners may derive will 
supply the spur for further expansion and lower prices. 

Thei*o only remains the question of export duties as a source of customs 
revenue. Out of a total of about 4o crores, about ol cn-ores are 3-aised bv 
diities priucipally on exported raw hides ami , skins, on tea, rice ami juuh 
After considering the rpiestion from all points of viewy tlie Fiscal Commis- 
sion came to the eonelusion that high duties could not serve any ulterior 
purpose and recommended a low revenue duty. Tlie report on this branch 
of the tariff problem appears to be unanimous — the dis>senting minute does 
not dispute the recommendations — and certainly -wise. There is no greater 
handicap to the producer than an export duty, ‘unlerss he happens to be in a 
position to exact a monopoly price which seldom happens to be the case. 
A high export duty leads to substitutes and reduced co3i sumption, unless 
the producer is willing to shoulder the whole or part of the burden. It is 
possible that in times of exceptional demand a moderate duty can be passed 
on to the foreign jiurchaser; but it cannot lie a recognised feature of the 
tariff polic3\ If -there is a powerful combination of exporters, they may 
oven shift the en-fire export duty on bo the internal consumer. It 'should 
not be surprising if the Indian consumer of tea or jute, paid a portion of the 
Gx])ort duty on the same. Even with referom‘e to jute, an industry in ’iviilcli 
wc have flattered ourselves to have a moiu>|.>oly, with the dihcovery of a new 
process of extracting coir clieapiy from cocoanut, ivlnch will supply iibro for 
inanufactui'jng sacks at a third of the cost of maniifactiiring them with |ute, 
the monopoly bids fair to clisapjieiir. Hie ju'ogro.s.s of science sooner or later 
makes possible the substitution of clieaper varieties for taxed com modi ties 
the certain chance of a contracted market for them. Export duties have 
naturally ceased to ]>hiy a useful part In a well-regulated fiscal system. 

The Revenue from lSfoN<n'OLiES. 

1. Excise OH jyu2uot's. 

On 110 question of social polity are the view-points of Europeans and 
Indians likely to differ more fimdamontally than on the eonsum])tion of 
intoxicating liquors. It is not that prohibition, total abstinence, Joc^al 
option and such measures are not European devices to cheek the drink evil, 
anymore than it is open to those, to wdiose ancestors the soina juice ^vas not 
a foreign impoidation, to hold that they never heard of it till they came 
into contact with the gross materialism of the West. As a, practical 
measure, the liquor traffic is sought to be controlled elsewhere in tlie interests 
of the general consumer, whereas the ideal of total prohibition is deemed 
possible of idealisation in India by means of State regulation. There is 
no denying that the prohibitionary movement has the general and widespread 
sympa-bhies of a large section of the community, as the drink habit itself 
is confined to the lower orders of society, and to a limited circle of the 






biglier o}*der which lias apod ilie manners of the West. But it Ls under- 
rating to an extent perilously near madness the vested interests ereated by 
the liquor traffic, if it is thonglit possible to efface the excise revenue from 
the fiscal system allogether. About twenty to’ores of annual revenue is 
involved in the abolitmn, and it would be a labour of Sisyphus to tell the 
men wlio liave the vote tliat tliey have no business to ruin themselves by 
the deadly ])05soii of toddy or arrack and must turn to a life of plain-Hving 
and high-thinking. But it seems to be universally lielcl that public opinion 
can control and ultimately check the drink habit, if only the C4overnme}it 
' refrained from throwing temptation on the way of the consume]', a view of 

life wJiicli practical financiers who know and feel the weakness of men and 
u'omen to vices of sorts do not readily fall in. More modest in their 
ambition, they desire to coiitj’ol what we desire to remove. 

It is unfortunate that tlie moveinent that was started a few years ago 
io enforce prohibiiioji by peacof]il picketting was not allowed free scope Pj 
' test the pos.silniities of success of a mass movement for moral reclamaticei. 

It was spoilt ])er]iaps as nmch by the xeal of tlie picketeei’s as by th<» 
entilin' iasm of the tin-gods of officialdom. The upshot is that the Government 
hiive lent themselves to the charge of iirofessing a policy which they do not 
5 care to pursue. An undisturlmd effort on the part of prohibitionists would 

have served as a much-needed corrective to many of our notions, and It 
.shonlcl have been gladly welcomed by those who liave the moral uplifting 
; of the fallen men and womcm at heart, but who only grope for way out of 

; the unfathoined pit. If the Government reseived to themselves the glory of 

; abolishing the vice, of course, they were entitled to do so. The excise is n 

transferred subieet in charge of popular Ministers responsible to the legis- 
lature. But so far, tiie i^Iinisters liave licen obsessed by the bogey of finance 
as much as their predecessors in office, and while sympathies are showered 
j in plenty, they are scarcely disposed to forego the vei'y fund vvdiich must 

' keep them going. The prohibition movement had at least the historical 

sanction behind it, that great social and moral revolutions have taken plaice 
j in the past without blood-slied and rapine, with or without the powers- 

^ that-be by the sheer strength of tlie spiritual force of the leader. Such 

i movenieuts as those led by Budha, Sanlcara, Ramanuja and Chaitanya have 

I effected far greater I’ofornis than was aimed at by the modern reformer. 

I Wliether it bad the elements of success now was iiiiliappily not to be tested, 

s, and, what is move, the attempt is not likely to be repeated. Better far to 

I concentrate attention in avrakening tlie Ministers-in-cliarge to a sense of 

I their duty than picket innocent sliops and ignorant vendors. After all there 

I are less than a dozen ^'fillisters to convert, if they have not resolved to 

i remain unconverted. 

i . ' . ■ # ■■ ■ ' 

To emphasise the obstacles that stand in the way of an early eonsivirima- 
I tioii of a dry India, is not to^ sympathise with the infernal habit of drink, 

f though there is mucii to be said in favour of the view that it is in restraint 

I of individual liberty to seek to interfere with one who argues, ‘M will be 

I droivned and nobody shall save ine.”^ You can tell Mm that the habit leads 

to the worst of soin'al and moral evils, to crime, poverty and disease; but 
^ if ho replies he knows best, what right have v;g to impose upon him a 

code of our own? There are degrees and varieties of evils and, after all, 
{ vice is only virtue in excp.lsis. There are iieople wdth whom alcoholic 

i‘ fiipior is of ilaily use and wlio have all the same kept as good morals as the 

total abstainer, and there is no reason why their action should fie condemned 
by those who are victims to vices of a more debasing kind. If it is thought 
expedient foi* the State to meddle wdtli articles of consimiiition, not for 
the purposes of revenue, but for certain ulterior purposes, where do we 
; stop? Will it not be giving a premium for State interfereneo in habits 

5 of life and hiunan conduct wdiieh perchance may look wicked and bad, 

but are really innocent and not so dangerous as they seem? After all, 
I' liberty is not" an end in itself, but a means to the comfort, happiness and 

enjoyment of all social benefits which society confers on the individuals 
I thertmf. But extended restraints which prohibition, for example con- 

f templates by the employment of the powder of the State, may kill the ver? 

f benefits which they seek to secure. You can no more make a man moral by 

I ixn act of Parliaineiit tliaii keep a w'oman diaste by locking her up in a 

" seaand. Over-zealous advocates of prohibition will have therefore to see 

whether State interference is just means of getting rid of the drink evil, 
and whether it would not have a better and safer foundation on the faiths 
and beliefs of the people, the moral comsciousness that comes of individual 
convict Lou. 
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Considerations like those make it aclvisihlo fn oT-n:/! ,■> 
ttilfmanf -frevn''™ ''‘I addiction to the driakfahiri^ 

fnnetion of the StatT^^Id To leshdcl ft Tf a^Tnd;'’^ SsihT'r' 
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‘ion are not ivantod here unless von I-Por> fi'-v” ^ t<™ ‘“-‘ooi tell them, 

for .h.j. k.„,M y„, S„“«t”'j5UrolS &,«■ fokkS';, fcrJ^T 

Again, the less intoxicating %-arietios of drink, s ore easrof'lnUtTiianTfo? !, 
and hard of detection. Even noir one c.'-nea ar-rnc n it! 

k /"• s<’a’e than’ tile Ab! ari l4Tt“ 

n-ilj hare ’to he told offYo'r^t^TillkT^nrn TT 

Se\f-:Tfka 

uTdeTYYpha,hT''‘'whYblTi’T;dll VoTYTina^^^ 

niptimi and demoralisation is .a m.attor irh ich does iiof ^esorre''f*o iTt'" 
hriishecl asK\\ The vs^t temtnria] area tluif wi'Vi oL ^ y 

extent to r;hidi the evil has snread aTong h p eodo "tl e easc?"iTtETiTT 
country spirits admit of illicit mamifactnre aih iTro tW ol rl 
operation among many of the licensoos in villa-res to keen dL,i +hT° 
of vend, render impossible an oflectlve application bv ^tate of i?= 
to enforce prohib tion by such exnedieUs aVT JaT®/ 

MeCnIlph gives as to hoY hi^h i atef le i to f an ^starice irhich 

enterprising distillers rrho discovered a new nroeelTof mannfTtmh^^ T? 
not to be forgotten as to how human ingenuitv will +.vJTT*’*”j 

fee?* ^j»)se bSt itk 
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as high as it is pos,sible, to i-.ai,se‘ it witboid .stinii'd'afinV' illlY' nTdiirtimi 
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to consnlt local feeling in the matter of location of sbonT ■t cT , 
policy of effective control is nowhere initiated ; at host theT hasYme, ? fTT? 
is show 1 ‘eop.snised methods of reform, when public pfeTS 
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liio oiily iuternatx\ u to the present systeju of seiui-iHonopoIy that ha^ 
taken the hold js local option; but it is doubtful if that alone is calculated 
: 1.0 a,ehieve the object the Slate and the subjects have both in conuiion. 

So long as the excise clepaidmeiit was in the liands of an alien adininistra-. 

; tioiij a bold policy might iiave been misconstrued by the consumer; at ail ! 

events, the Government might Iiavc thought it open to such nurscoiistinctio-i. 

.11 the ministry is not an extended wing of an immovable hareaucraev, 

: a dehnite policy of complete monopoly of the distillation and the sale of 

iiquor could li arc been boldly adopted and vigilantly pursued; and one does 
: nf)t kiiovr if anything short of such a monopolv coiikl achieve tlie object. 

1'bat sncli a. momqioly is fea.sil)le docs not seem to admit of doubt. It 
should certainly be possilde to manufacture in some suitable place or ])hice.s 
the requisite quantity of liquor novr manufactured hy so many iicensees U) 
tlieh; distilleries and at a cheaper price. Having assumed cohiplele control 
of distillation, they can regulate the supply, and by so adjiisliug rue ])riccs \ 

gradually and progi’cssiveJy, make it impossible for’ those except the rich to ! 

avail themselves of it,; use. Tiie price may have li.) be vanded ami remsed i 

in response to the economic condition of the consumer. For that end, it is 1 

c needful ihai there is one central department, which, vill be in sole charge [ 

; of the manufiicture of alcoholic liquor and its sup])ly at a fixed price and 

watch the effect of the policy on the consumer. Wlieihcr single facio.ry I 

or a number of factoides may l.ie needed to .satisfy the needs of the country 
may best be decided in consultation w-itli tlioso who are in the trade; Iml; 

even if there should lie a nrimlier of such factories, it is desij*able that tlie 

Government .dionlcl assume complete control of production and tliat is best 
? dune by the Central Government. A single and undivided authority will IfO 

better able to watch and regulate supply Avith a yic\y to gradual reduction I 

i and iiltimaxe extinction of the drink traffic than a nnmber of administrator?, I 

I Avho in their anxiety to ro.scoe the finances of their jiroviiiee from paraiy.si,v I 

i manage to forget tlie liealtli and morals of those. AAdiose interests they are 

called upon to safeguard. So long as the excise haxipens to be a growing 
; soitrce of revenue with xii’oviricial admin isti'ivtiens, so long will they^fail tT) 

i respond to popular opinion in tlio matter or effect a radical cure of the 

evil. 

; The next step that is desirable to take, after complete assumption of 

p monopolist production and manufacture of alcoholic liquor, is to leai^e tlic 

■ question of distribution entirely into the hands of local boards and 

I municipalities. The riglit to vend, locate and sell them must be left to 

I their unfettered siipervisioii, management and control. These Imdies, even 

I under their present xinsatisfactory constitution, may be said to be in closc.'r 

« touch with the people and have a better and clearer idea of the needs of 

I their localities than any other official ]>ody than can be thought of, and 

I they have a sense of ]‘e>q)oiisibi]ity^ Avliich popular advisory councils may 

I not bo expected to po.Nsess. And in order to make their responsibilities 

I keener and more onerous, a dolinite share of the revenue xvhat is bette,r, 

,r the fees for vend, should be assigned for local piirposes.^ This will give rise 

{■ necessarily to a conflict of ideals, the ideal of prohibition and the ideal of , 

t effecting social improA'ements for Avhich they are brought into existenue. 

'f The result is lilady to bo an effective control of the drink traffic by the 

i represoiilatiA’'es of the people wlio know their needs, and Avhose opinions -f 

;l may generally be exjiecicd to echo the impular Aviil. If the local bodies I 

- - . -desire Ao inca'ease^ .revenue, it is open to them to extend theu.iiimber of ' ' ' " ' * 

shops or relax the hours of supply; if tliey desire to prohibit b,y sliw 
degree.s, they can carefully note the way in Avhich that can be done, 
r Either Avay, they will reflect tlie vieAV of the consuiner and of the general 

public; and assuredly they are better spokesmen than tlie perplexed Miiiislei 
aspliyxiated betAA’eeu tvro opinions, one for^ vote-catchlng and another for 
office-running. The^^e tvvo measures taken wimultaneously promise to secure 
; the realisation of the fundamental policy of the excise revenue, the minimum 

;i of consumption and the maximum of revenue. 

I 2. Salt. 

Another artiide which might Avell be the monopoly of State is salt, 
lioference has already been made to the iiieideiiee of the duty on the con« 

1; sumer and its effect on consumption. The economic aspect of the duty has 

I of late been obscured by political dissensions and a reasonerl discussion of its 

J merits has been Avanting, It is unfortunate that Sir Basil Blackett is partly 

responsible for it. Till 'Sir William Meyer was forced to increase the duty 
I by four annas a mauncl as a war measure, it was fixed at a riipeo which was 

e'lglii times tlie cost of its maanfaefcnre. Sir James Me.ston, and Sir Malcolm 
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ecoijoiuie ground. Among tin* (dejections to i)ieceineal reductioJi of tlje salt 
diit 3 ’ is the icnir that nuudlejiion unci contractors woukl eat away the prolit 
and not allow it to iUter tiiruiigh to the consunier, A comi)ieLe monopoly 
ol muuLiiucture and ?.'iue iu uepots ni all district centres, tlie retail vendors 
being proniiiited trom selling above a iixed price in the interior — suldcct to 
the penalty oi‘ their license ueing eancelied — would be more econouucai than 
the present systein whieii has i ailed even to preserve the Inciinn inariiot lor 
liome-iuado salt. Of a trJie of over 9 crores of revenue from excise and 
cusLoms, nearly 25 per cent is raised by tne duty, on the imported article, 
Liverpool is in a position to pay freight and other incidental charges in 
markeiing the articie at such distant places a^s Bengal and Burma. Aitnough 
the price is the same, tlie imported variety seems to be purer, and tinit.. 
uccouiiLs for the iireierence of Bengal to foreign salt. A proiecliive duty can 
only eniuinco tiie price of hoiJi the im])orted and locnil sail-. Wiiat is renuirod 
is the estahliHliment of factories ftm large scale production, and if the Govern- 
rnent take over and improve tlieir existing factories in order that ilie 
requisite (|UcuUil'.y of salt pioiy lie pnanufaetiired liy them and sold to tin} 
]ieopie at a reu^onabiy taodcrate price, the example of otiier cuuJltrie^, would 
iiave given to tlK:*m n practical justiiicatioii of their conduct. 

New Tx\x Pkoposals. 

Ja number of noAv piojiosais have been made of late as to the additional 
sources ol* revenue tnat wiiJ nave to be tapped in the event ol me exismig 
onus proving inauequace or lUKiesirable. »ome of mem are xmreiy Uiucy 
taxes, a uesparate ai tempt to hud a remeciy lor hnancial lilsj others have 
the sanction oi buccessiui operation elsewhere. Among tne more laiicy 
taxes are those on dowries, inurriages, entertainments and domestic servants. 

A lax on dowries will be evaued; out one on marriages may give a accent 
return; only tne principle oi* taxing them is to be iound in the counior- 
jiart of taxing bachelors. A more approxtriate metnod woukl be to tax Uie 
rich for not i-earing largo families and the poor tor doing so. An enter- 
tainment tax may bring in some revenue to important inuniciiial corpora- 
tions; but the people generally arc not a nation of play-goers, it may not 
ue worth the cost oi coiieci-ion. As for a tax on domestic servants, tiiough it 
has tlie reputation oi being recommended by the high authority cf 
Dr. Marshall, it is not true in India, as is the case in the United Jxiiigdoin, 
that every eighth adult male or female is a domestic servant. Here again, 
the iiroceeds may nob be worth the trouble of eolieeting. A tax on motor 
cats and bicycles is also suggested; Init they already pay both recurring and 
non-recurring charges. On arrival they pay a customs duty of dO per cent, 
and after arrival tiie toll for local lioards, and a license fee for municipalities. 
Armorial bearings do not seem to be much en evidence; and in their place 
perhaps, a tax on. titles may be recommended. A tax on belting would oe 
giving llscal recognition to an exotic vice, and one would gladly make it 
jiciial if possible. A tax on advertisements is approved by Sir Josiah Stamp; 
but it might in all likelihood kill newspaper enterprise, not financially very 
sound propositions even now. Auction sales may bring in some revenue if 
the inheritance taxes are introduced; otherwise they may not pay the 
lieonse fee. A tax on club .snbscriptmns would be specially welcomed by 
worried secretaries, if the tax-gatherer would kindly collect them on their 
boiuilf; else it will Iw only added to the arrear list. Such taxes, however, are 
legion, and they show the fertility of the brain and are based on no sound 
iiseal principle. 

The more important tuxes are a universal duty on inhabited houses on 
the owner and a uni*\*ersal income-tax embracing every*' income or, -which is 
the same thing, a poll tax on every earning ivieinber of the family. Their 
counterparts in France were the personcl niohlUer. The i>ersonai tax was 
dne from every citizen in France and every foreigner enjoying civil rights 
and not indigent. The uiobilicr wnis assessed according to the rental value 
of inluilii ted "houses. Both of them were apportioned taxes raised from 
each comuiuncf, the tax-payors being first assessed for the personal tax accord- 
ing to the rates fixed for the value of a day’s labour, and wLen the assess- 
.meat fell short of the entire amount of the communer’s quota, the balance 
being assessed upon the tax-payers according to the rental value of the 
dw^el lings they occupied. Leroy Beaulieu supported these taxes on the 
groiuid 'tliat a nioclerato tax '•'kvoiild dispense with indirect taxes upon such 
a necessity as salt; 'would make the people feel tliat the pciy rnent of a tax 
is a necessary acconipaniment of the enjoyment of civil rights and -u^oukl 
teach them -that the Government can collect directly^ from the labouring 
classes at least a. part of their sliare in the expenses of the State”. Such a 
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cour.tr.y or oiirsicle and yet doing ])usiiiess here may very profitably be taxed 
on their ea|;i la! stock, Th.oso stocks have all of them a market value and are 
Ciaoted in the ^llarc-:^.a^kot, There should be no administrative difficulty, 
and it slioiiid Jie possildevto know - accurately the true corporate excess of 
every cor|)oration anniaiily and, subject to deductions for local taxation, if a 
ipiiy inoilerate tax is levied, it might liring in a decent revenue. .Most of 
the corporations hare their slock and share values considorahly eiilianeed, 
and oven as a tax on increment value it would he amply justified. But we 
need not go so r‘a,r to find an econonilc justification for it.' iVopeity is iogiti- 
niate source of toxalion and this kind of projierty is as legitimate a sources 
as any other, li corpora linns are. to he taxed fully and fairly, there will 
he no ^hiisiuoss tiix and the stock-holders and bond-holders 'vill also ho 
entitled to exempli on fi’oin income-tax on that portion of tin.* stock which 
has ]>aid corpora ! ion tax tu avoid double taxation. 

The pidnciple underlying these taxes are twofold: find, that every indivi- 
dual must pay a tax according to his ability, and second, tluit the’ha.sis of 
all taxaiioi: is income. Land, hnsiness and stocks and shares are only so 
many iiidivhi of t*-xcJ)le wea'th ; ultimately the tax is pnid by the persoii on 
liis income. Priaciolcs of justice rer.nire that all sources of income must he 
ecjuall;: tc.xerl, though nerfect oouality inav be uncattainahle. Tlio present 
BYstoin of taxaiion lo’c.'scs inidiily upon land and upon the poor, and any 
measm-o of tax reform nimt iirst start with giving relief to these. Whereas 
a cciisiderahle portion of nrovineial taxation falls upon land, the entire 
burden of Inoal taxation falls upon it. The surrhargo of 12h per cent iji 
the name of various ee.'=-ses has got to he relieved, and in its place, a lax 
on inhabited houses and a POi'sorial tax on every individual not ])aying 
land lax sbmdd be unohiectionablo. The universal iidiahitod house diitv 
has heesi abclisLecl in England, and a personal tax partakes of the character 
of capitation tax. But viewed in the light of a tax on professions, apart 




Local Taxatiox. 

THa Liclian aclministnition aro the loeai hodioq 

nuinieipnLties aro weakest in po:.nt of tlieir finaucini 
TIu. r ^ onerous nature of tlieir work^ starved for 1 ek of funds 

hoai^s largely depend for tlieir revenue upon the Land cess which amonmf 
to two annas in the rupee on the land revenue. The nmnh-inal 
also depend on real _ proiierty for their resoui-ces, though a few license fe^s 
and taxes on professions supplement them. Thc.se are found to he muffieffnr 

o<^ea.sional dole^ whidi p -of S 
Governments favour them with, are too erratic to be relied iipon to meet X 
demands of the onerous and benehcial sendees i 

undertake. The sv.stein of doles fs to„ connnon a fea^ 

where local bodies have strongly entrenched themselves upon !i h Sidy effi'eVenf’ 
people to be given up in th s country where civic conscience is ii st be^|nf. ‘^ 
to develop; but a financial system oiiu:ht to he devised wlierebv ^ 

mrf content themselves with meeting' their Ixpeimes 

out 01 their own revenues. tAjienaes 

AfR, if ^"‘^onMedly true that, as at present oon.stitutod, local bodies cannot 
efficiently undertake national or oneroms services .such as a widespread sow! 
of primary education, public health or medical relief- W 5,1 t, 
demur to the proposition that it is oily by « eani of SLts fnS/w 
the general revenues that iney can be financed. If the seKs may ann^ 
pnately bo managed by them, it is as well to give them such sourer S 
revenue as m.ay enable them to carry on the work eiTtrusted t^them 
At. ^inpnazai d scheme and occasional doles may not lead to economy nr 
effieiency, llie important duty of keeping the main roads, which are either 
the tiuiik roads or the a,i-1erioa of the trunk roads, of immense stratfS-il 
va ue, in proper repair, is left with the Distret Board,?, and there is no re^n 
why a source of revenue which may be of an imperiai character maaMThe 
assigned in part to meet the cost thereof. Of course, extraordirarv exnensAf 
may have to be met by capital expenditure or by spe^^al giiante 
tho services are of a recurring character, imriodieal doles have a demoralising 
effect niion everyone concerned. It shoii d he in the best in+l-el+l If IpA" 
adnnimtration if the need for grants .i.s Induced to a mhkmm and sources 
t leyenim are assigned to local bodies, which in ordinary years limv Wa 
to meet all recurring and essential demands. The 'igLrin<r of^ this 
fundamental principle has been responsible for the hopelessly ineffioipnf 
manner in which their work is being poifornied. There appears apparently 
to be a condiet between two feelings whi^-h account fn,- +L:', 

tenaiK.o among the people, which would .secure a minimum of cfficioucv 
Smukf Ttahi ‘ii^Jft S-fl to oxmendhfiro tf 





riio qaestion then is how lo luako ihe^o bodies self-sxifricierii. Ro far as 
the local boards are coiicernecb it bas ali'oadv been sn<2;o;ostod that one of 
tbeir piiueipal source of rc'veinie imist ho ibe foe for veiul of intoxicatijr'- 
lK|no]- and all deleterious drugs. Tho system of giving direct relief to locfil 
bodies from, excise and from beer and S])irifc duties is common in the lTiu’»',e<l 
Kingdom,, and. in the On i ted States they .‘i]*e siibjects of State and iVcal 
taxation. For tfje purpose of }>reyenting disease,' povcn-ty and ignoran'^o 
caused f>y excessive drinking it is also fair that tho excise revoniie should 
pay its proper quota. The abolition of the land cerss will certainly create 
a void, and in its place is recommended the imposition of an inimbited liouse 
duty and an occupation tax on noinagriculturists. It is not possible io'' 
estimate what they may bring, liut tlie yield cannot possi))]y bo less than tlic 
heavj^ surcharge on land revonue. These three sources of revenue must 
suffice along with the fees for tolls, fori'ies, markets, fairs and sundrv other 
things winch are already in tlie list of taxes. None of these sources may 
shov' automatic diminution or unexpected contraction till perhaps prohi- 
bition takes firmer root than uoiv, a contingency which may not lie innnediaio. 
And even if it was, tiie increased sobriety and savings of labour may be 
expected to give a stimulus to more efficioub work and gi'eater ea ruing 
power of the worker, in that way, the bouse tax, and more especdaJly 
the oeeiipation tax, may yield a larger !*eveuue. And viien ihese are fully 
and fairly taxed, and only then, will there arise some justification for the 
restoration of a small ces>s on laud. 

The revenue of municipal bodies is raised on houses and on professions, 
adie tax on houses and huul is levied on tho annual rental value, and tbe 
latter especially pay.s double taxation. Why this double assessment is 
maintained is explicable on no rational ground. One of Lliem, it stands 
to reason, should certainly l)c remitted. As iliere is no s])Ociai beueiit dcri\^xl 
by land remaining within munieijud limits, muiuci[nil taxation must bo 
abandoned. Jn most of the municipalities Iheiu is no exemption iiniit 
for liouse tax, and when a nuiiersal bouse duty is roconuneiidod for local 
boards, no exemption can be .iiiude witliin municipal areas, as house property 
is likely to derive a moi'o laiigible lienefit from municiiial outlay. If the 
\'aluaiion is fairly and fully made and revised every five years by compotent 
assessors, nuinicijia] revenue will stand much to gain by it. In most cities 
house-sites are owned by tlie liu use-owner himself, and 'ground-value cannot 
1)0 taxed sejiarately. A quinquennial revision v'ill certainly take note of 
the onliaaced value of both the site and the building and m tliis way the 
unearned increment can be rcaiclied. A tax on transfers would affect tho 
seller and depress the value of his property which is not advisable. But in 
fixing the rental value of -^le hou.se, tlie sale price ought to be taken note of. 
As has been stated already, tne house tax falls in the main on tlie • occupier, 
aiKl it is believed that it can bo relieved against by legislative protection. 
It is ignoring the fundamental law of demand and supply. If the tax is to 
be credited in favour of ibe owner, there is notliing to prevent him from 
enhancing the i-ent. Tliei'e are two conditions imj[3er which it is possible 
to defeat the greed of the house-owner. First, the house must be fully 
assessed; and second, the occupier must pay the full rent. If these two 
conditions are satisfied, legislative protection can beneficially be extended 
to tlie occupier. Otherwise, it would be the occupier who will eventuallv 
‘iiifi’er. The business tax, which is the counterpart of the occupation tax in 
rural areas, as a substitute to the profession tax, will pay its due share 
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if |)jrop6rly assessed, Tlie worst of profession tax at ?>resenl k t 

g^lito"its Ser'"' ''-to otght to 

mSf^s^irssm 

sBt=sSslr#AS|_s;~ 

ijf helofuf tl’o oonucils ind th’eirXS ffwonlf 

puis's is/tess, sx'” £• 

as, 

rnmmmMmg 
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=^,s= «« 

havo\lfit^&uilZ?^f l»oHriagarra.«g6uronte 

is interested in tlie ifflciency and as a general rule, 

and not by parts. It wfll L difii^at 

categories — 'Oiio peculiarlv snit-iblA fm' i x? taxes into two 

at large. Any discriniination agaiinst re,sideiice *of urban* 'u'oas°inf-*^/^‘!t*+^ 
discourage congestion and over-croivdliKP i.,,.™ H^aan aieas may tend to 
its OTi-nldTOntages; but ame citvs li me o V«Sl»t I>ave 

of society, and ft is as mncf ifi lbe iSercst of the 
which are the life-ooiitres of all national activities are am?ntaiL!T^*‘''+ 
expense as from out the special levies on towns-men ftll tt* +i f ^ ^ 

. ihat grauts-in-aid are made by all Central Gove^tS'I.r.+t* +t jn * 
oxpoiiditiire and. sxircliavges on feder'il ov Qfn+ ^ ^ local 

levied for the benefit of local bodies Thp »« 

in rndia must be so regulated that ifia not beavfefimf in^'inlrif aS 

A itEviBw or SHE Tax SYg|)EM. 

It i,s imMs,sary to bring these stray i'efleetions to o el,>s,. nn. • t ! 

IS not to indicate with scientific precision the ineideime of tsii f, ^ 

the general t.ax-payer or its ultimate effect nnon +1 ?a Irl, * Vi^aliou upon 
Society as a whole. It were vain to iS suTaifess f K f 
has ever been known to be perfect, least of all ono ilff P system 

in a haphazard fashion for over half a .developed 

cultivated socities all tax problems have beef^solved 
adjustments between competing claimants fov „ a series of 

But h^e a retrospect o? tlm S p^seirts a • 

mice than the prospect of the future."^ a' strong ’and “anT^ea 
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for roductiuii ol' taxation is drowned iu a cry for iiicroasod donutmi for ■ 

expenditure ill every direction good, bad and indiiferent. A bureaucratic I 

system of administrative control is anxious to absorb for its services as good 1' 

a portion of public revenue as possible, and the partial introduction of 
representative institutions lias so far met -vvitli no success in Jimiting the j 

charge of over-administration. If the melancholy truth has to be told, - I 

the “brown inireaucrat has x>roved no less wanting iu a financial conscience '' 

than his white compeer, and the ministerial claim for economy and efficiency i' 

has not yet begun its first chapter. Where the dignity of labour is dependent J 

upon the salary that is paid, not on tb,e character of the labour or his sense \ 

of public duty, a top-heavy administration must continue to grow more " | 

and more overpaid ancl underserved. A poor and impecunious people groaning J. 

under the weight of heavy and oppressive taxation have been praying for a : 

load or two being taken off tliom; but they remain dupes of to-morrmv 
oven from their cradle. Like Alice iu the Wonderlaud everytiung to them I 

is topsy-turvy. The restoration of peace brouglit I'oduced taxation and 
cheaper food to the belligerent nations; but they brought increased taxation 
and dear food to the peojde of this country. A finance minister gloats over 
the ocpialisation of the budget, Imt forgets that it ivas brought about by 
practically doubling the scale of taxation in the short space of ten years. 

There is no sign yet of even a tenth of em??]-gency taxation being taken ofi. 

The most iiitiable feature of tlie financial situation, however, is that the 
present scale of taxation has come to be regarded as a normal one, and 
any scramble over budgetary surpluses is w’ho can lay violent hands on them, 
and not what burden may be lifted out of tliejii. The uii edifying fight over 
the disposition of the surplus for the current year })etwee]i the claims for 
a remission of xirovincial contributions, the reduction of the salt duty or 
removal of the cotton excise duties, is a terrilde reminder of the inequitable 
decentralisation of public finance, especially after the so-called concession of 
provincial autonomy. If the remission of provincial contributions was 
in its turn likely to be followed by a remission of emergency taxation 
at least in the i^roviiices that got the doles, there should be some meaning in 
the fight; but this money is to be given as a sop to the Cerberus of 
transferred departments in order that a natioix might be built upon the ^ 

rums of the tax-payer. A little retlection could show that this financial ,1 

autonomy is only another device to enhance the burden of taxation. About 
nine crores of provincial surpluses w^ere to be transferred under the Moston i 

award ancl the Devolution liules to the Imperial Government, owing to a 
re-appropriation of revenue heads between the Central and Provincial 
Governments. The reforms did not bring them out of nothing to the 
provinces. It was only a portion of the total revemm abstracted from the 
people of India as a whole. But the generous patiiotism of the Central 
Government promised to make goocl the sum to the Provincial Governments, 
not by reducing the cost of administration or^ any cur bailment of tlicir 
scale of expenditure, so that the burden of taxation might be the same, but 
by imposing further taxation, and thereby remit the provincial contri- 
butions in a series of years. The transaction is notliiiig but a fiagraiit 
piece of penalty wliich the general tax-payer is called upon to jjay for the 
liberty of locking ui:> for a good part of the year a feiv hundreds of patriotic 
citizens iii a dozen popular legislatures, ^ In so far as the contributions 
wore to be remitted out of extra taxation, nut merely financial purity, 
but consideratioUvS of political honesty, would require the removal of such 
taxation. But wlieii you create ministers even as ornamental figmeheads, 
you must give them some money to spend; and why care how' it comes 

The initial Jiiistake is due to the conception that there is some necessary 
and automatic connection between the division of functions^ and the assign- 
ment of revenues. The controlling factor iu respect of the former is 
administrative convenience and yi respect of the latter is conipanitivc 
fiscal need. The report of the late Mr. Montagu and of Lord Chelnisford. 
on the other hand, started •with the aioiion that administrative division 
required for its success JiJJancial indopendeuco. “If proviueinl aiitonuiuy 
Is to mean anything real’k it said, “clearly the prtwinces^ must not b(i 
dependent on the Indian Government for the means of provincial de\'eio})“ 
ment'k With the conviction firmly settled upon ^them, they proceeded to 
tlivide the heads of revenue iu a manner that wmuld provide for Provincial 
Governments meeting all expenses for the development of provincial services. 

They felt that it could be done only by a re-arrangement of the resources 
which might not lead to equality; but held that though equality of treatment 
between one province and another must be reached as far ns possible, it %vas 
not possible to cxIcikI it to iuclividiml heads of revenue. After discussing 
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various luetliods of distribution , 
to tile acceptance of the ineqiui 
the provinces, ‘^because wo camr 

subject the 
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carrying out siicli j 
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1 Betueen reduced taxation iviicl improved social 

icnetits, lie tax-payer ivoukl vote i'or . tlie former: he nnist live liXe 
lie can enjoy the pleasures of life. 

. Over-taxation is not the only bane of onr ftecal systoui; equailv striking 
IS ihc unequal distnimtum ot the levy. That fortiums are being accnmnlatorl 
by a lev. while poverty stalks through the lancl, i« not the jiecnlinr 
expel leiice of tins country ; but the .spirit 6t tenderness towards the rich and 
rolcntloKsnc.ss towards the j.oor, which the tax .system disf-lo.ses, is singulnrlv 
nnrommou. 01 course muoug a ,) 0 ]uilation which i.s pureir agricnilturaf 
without organised nulustrial wealth the major portion Sniist he poor 
.iiiil lilt linden ol luxation iiui.st weigli with cipial seccritv iipoii all In lliis 
country, however, llu- ju'cssure ol' taxation has fallen with greater severiiv 
upon Itio iioor, and llicrc i.s a progre,s.sive leiiieiicv upon "the rich The 
jiicomc tax_ and- flic siiper-ta.s, have been, reformed with a view to' weigh 
down the iiieqiia ity; out these taxo.s in tlie very nature of things toiwh 
tfiG Iringe or the problem. , .l b ere jrre whole eoinmiinities rich laiul- 
hoiclors Imvo esonped From the rigours of these two taxes and, below 

the exo.mption hmit oF ineome-tnx payers, there are large bodies of men who 
also cheat the State ol their dues. These and others who are reapino. 
tangji)le unearned incrmnents on tlieir ijivestments in ever so manv corporate 
bodies e.s<‘ape praciieally sool-iree, shiFting the tax burden on to 'the skmder 
shoulders of agricnlfural land. Without laving ourselves o])en to the charin' 
ol coirfiscatjoji, rigorous administrative measures ought to be taken to tai) 
tbese soiirc'cs %\itb a. ^de^v to afford tlie necos.sary I'eHcl to tlie lar*'>‘c bodv 
oF tenant-farmers and agricnltni-al labourers who 'are first to feel the' impact 
of depression. All regressive taxation -^N'ill liave to be studiously avoided 
and as near an approach must bo made to the ability principle as possible’ 
It IS believed that some of the suggestions that have been made already will 
eonducc to a sounder principle of tax reform lieing inaugurated witli success 
ro the Btatc and relief to the subjects. 


Mr, gme oml eirMeace as Mlows :««• 

.77k,: Proihhynt, Q.-~:Mr. Sarma, you are a pleader at Trieliiutjpoly 

A.—Yes, Sir. I was 1‘oi‘nierJy coiinccfced witli the 'AYediiesdav Review’' 
as an Assistant .Editor since 1905, and even after joiniug the Bar T iiave 
boon a publicist. 

Q, You have made a special study of currency prohleins? 

A. —Yes, .1 liave written, a book called “Indian Moiietarv Vvohhim'\ 
and 1 wont as a, witness to England in tlic Currency Committee of :|919. 

Dr, llyder, Q.— After reading your note I wish to ask vou one questioJi. 
.is it your opiiuon that famines liave not cluingod their character ^ Kowa« 
«lays famnie means unemployment, adds is the same as in any other 
advanced country. How vaiw you substantiate your statement 'in f.he 
following stutemeut : “'riiere was a shortage of 20 iiiillions. .(s it that so many 
were not !)oni, or is it that tlie Maltliiusiau checks of uiuidvertised 
hunger, disease, poverty and iirivation have claimed a, heavy toll during 
all the years of fancied ecuuonne recuperatioid’ P it is rathcr' a very broad 
siatemeut. 

.A, — It is going on increasing if you take the death rate. 

Q . — Yon mean actually in famine years? 

A.— Not only that. It is iifcreasiug for tlio last ten years, 

Q.— You say there has been a decrease of population in. the hist census. 

A, — Yes, a decrease in tiic nite of increase. 

Q. — Donh. you Icnow that there was a great epidemic of induenm and 
other diseases during the Jasi. ten years ‘vvlncli demandeci a very heavy tell 
of life? ‘ ' ■ 

admit that. 

Dr, Paranjpye, Q.— You are a student of public questions, do you 

expect the population will always continue to increase? 

A.— I mean so far as moans of subsistence will .permit. 




Q*’ — Vou say that population should go uji increasing by 1 per cejii 
every year. Is it a reasonable increase'^ Do you expect that increase to be 
continued for ever? 

A. — find that it is going on like that in other countries. 

Q. — On the contrary, donH» you find that in other countries the rate 
of increase is going down? Yon will find that even in England. 

don’t know that. 

Q. — That your population should continue to increase by 1 x)er cent for 
all time is on the fact of it absurd. 

A.— If you take the statistics available yon will find ilmt ii; is not so. 

Q. — Do you expect that always P 

A. — I cannot say that. 

Q. Do you suggest that a coiuitry whose increase of poiiulatlon is 
not so great is really going to the dogs? 

A.— I simply said that you find in other countries an increase of 1 per 
cent during the same period. 

Q. It is not so. Y^oii will find in the United States of America in tii? 
early stages the population increased much faster. It all depends upon 
the state of development. If the country is populated nearly up to the 
means of su])sistencG, then there is no increase. You agree with that. You 
can say tliat in India population and means of suhsistenee are fairly 
balanced. 

A.— I do not go so far as to agree with you. With one hundred 
million acres of culturable waste we can stand a )Sti]l larger population. 
We have not reached the subsistence limit. 

Q.— An Indian Deputy Accountant-General suggests that the population 
in India in fact is too big for the country. 

A.— But then there is the. statement of Mr. O’Connor, which is not 
controverted, that we have in India one hundred million acres of eulturablo 
waste. It can certainly fit in another hundred million population. 
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privation But yon must admit iJaat one outstanding feature in the eco- 
nomic life of this country since I860, when it has been fairly linked up, is 
that there is no wide variation of prices. 

A. — No, there is not much variation. ^ 

Q. — Then you go on with the interesting discussion of currency prob- 
lems. In this connection you quote Mr. Keynes (his book on ^Monetary 
Reform’). I -am sure you remember that passage where he defends the 
position of the Government of India. Is it fair to an author to quote 
him like that? 

A. — Only for that purjmse. 

Q. — ^^Vhether there has been a very great increase in prices? 

. . A.— There has been. 

Q. — ^He says that the Government of India ought to have ibeen moj‘e 
courageous in defending its currency and exchange x^olicy than it was. 

A. — ^Yes, I know he .^ys that. 

Q. — ^You quote him in so far as evils of depreciating currency are con- 
cerned, but when lie comes to the question of rise in prices, you do not 
quote him. It is not peril aq^s fair. 

A.. — ^I do not think I am unfair to Mr. Keynes. He says in his first 
book that increase in rupee currency lias no relation with the increase in 
price. 

Q. — Mr. Sarnia, you are here in a mess. 

A. — ^That is my recollection. Mr. Keynes is an advocate of gold 
exchange standard, and he says that so far as Indian currency was con- 
cerned the increase of a hundred crores during the period when he wrote 
that book had an effective place in increasing the x>rice. That is my 
recollection. I may be wrong. 

Q. — But the passage immediately iireceding that portion you do not 
quote. 

A. — I differ from liini wlien he said increase in rupee currency had no 
influence on prices. 

Q. — I doubt if he said that. 

know in his book on “Monetary Reform” he says so far as India 
is concerned subsequent to tlie War the prices remained steady. 

Q.~Yoii say the Government of India followed a policy of keeping the 
prices steady. I do not see how you can iiidici or crilieise them. 

A.— Which policy should I not (‘riticiso? 

Q, — Xo keep tlu^ prii-es steady; for that you oaimot draw uj) an 
indictment. 

A. — I am not, at least, not to the same extent. The position is this. 
Indian jirices were steadier during these five \'ears than gold piaees in 
Europe. They could have boon still more steady if we had had a silver 
standard. 

Q. — ^You say if we had a silver standard? 

A. — Exactly,; that has been my point. 

Q ^-Were there not a number of things happening to the production of 
silver Suppose you liad a silver standard, the output from the mines 
is bound up with* the level of prices. If the output is fluctuating—is a 
matter of fact it was fluctuating— that would not have produced a steady 
price level in India? 

A. — I don’t think so. 

The President, Q.— You have given a very interesting table^ in which 
you show how the incidence of taxation has shifted from one tax to .another 
’during the last twenty years. Some have greatly increased and some have 
decreased. You say:‘ “Between these twenty years it is clear that the 
amount absorlied by the Government on these accounts has increasm moi’C 
than twice. As a matter of fact, the general level of prices during the 
same period has increased practically in the same proportion , 

. about 200 per cent or so. ■ 


' 1 • ill L f . 







Q.- So acfeutilly tiio total luiionnt of iaxatiou lias not iiu-reascl? 

A.'— No. 

Vr, Pamnmje. Q.-~--Yon agj'oe with Professor Haniilton’s thesis? 

that lie said as a matter of fact people got some 
. f iffll iBcidenee of taxation 

reports! ^ ^ ^ ^ newspaper 

/Vm*c?a?i/ Q, Then yon go on to consider inclividnal taxes First 
ton begin With land tax and say that iljoiigb the reveiino rose ]>v four erores 
the snni has been Imdily tmiisl'errcd to the tax-gatherers jis the price for 
colhxitnig the same. Yon also say the land tax is paid hy the consmnor, 

A,— \Vhat I mean is tliis. [Htiinately the incidence of everv tax falis 
upon the consumer. The land is ownc^d hy comparatively siiniH inimher 
of people compared with the total population. So peo])le who ha?<^ got 
a large amount of lands naturally iiave to keen only a portion of the 
produc-e and sell the rest of it. ft is the purchaser wlio lias necessarily to 
pay the tax. 

Dr. Eyder. Q.— Suppose there is a tax on rent, who pavs it? The 
rent-receiver or the consumer? hs it shifted 


■Your 4 per cent from the land is not 1 
:tnstry, for this reason that 3 or 4 iiei 
whereas a man who invests in industries 
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A. That is so. It' of course the man is perf 
f pei’ cent. 

Dr. raranjpye. Q.— Feopie iu IiidiH not on 
piirely pecnniaivv benefits but also for social benefits, 

A. — That is so in inaiij’ cases. 

Sir Percij Thompson. Q.— Even if the land m 
it is quite a different question from that c 
because the latter will remain precisely the same. I 
rent the owner will have to pay, and it will not 
produce? 

A. — I do not know that. 

Dr. Hyder. Q. — There is one more point. Do ^ 
outers into the cost of production? 

A. — I. say that land revenue is more than the 
It does. 

Sir Percy Thompson 
that land is sell in, 

A. — ^It may be 


' one per cent, 
economic rent, 
x that economic 
he price of tlie 


revenue 


economic rent and such 

_ Q.—Higlit, but ive have lieeii hearing this inoniini!: 
g at one hundred and fifty times tlie land revenue, 

but I do not know if it is so high. 

Q If laud revenue is more than the economic rent, how does land 
come to sell at one hundred and fifty times the land revenue? 

know instances where lands in this Presidenev iiave been soiling 
at 5,000 rupees an acre, but which may yield only 150 or 200 rupees an 
acre at the most. ^ I am talking of conditions prevailing in the Tinnevellv 
district where it is more than that. If you consider the amount invested 
and if you take the return they get for the amount invested, vou will 
lind very little rent realised. 

>S'fr Percy Thoinpson. Q. — If land revenue exceeds the economic rent, 
how are they paying anything for it? Who is going to be so foolish as 
to pay for the land when the rent or tax is greater than what they can 
get from the land? 

A.— It is not greater than what he can get from the land if the 
capital is not taken note of, 

Q. — ^You have got some lands, a prospective purchaser comes along and 
asks what is the rental value of the land, 3 "OU say it is and the land 

revenue you say is You say is greater than *‘X’h If it is so, 

the value of the land is minus. Why should he pay for a niviim value? 

A, — There is no minus value if interest is not calculated. If the 
market rate of interest is allowed there will be no rent. If not, the 
land revenue will lie less than the rent. 

Q. — I am talking about the man who is a landlord and lets his land; 
if it is less? 

A. — No, it is never less, it is certainly more. 

Q. — Then the land revenue must be less than the economic rent. Your 
proposition is that land revenue is greater than the economic rent. I 
go and buy a piece of land and pay solid cash; If you suggest land revenue 
is more than the economic rent, I will be only getting a minus quantity, 

A.— How, if you do not deduct the money iiaid for it? 

The President. Q. — Can you please explain your definition of economic 
rent? You say: “Mr. Findlay Shirras &ays that in some places land is 
worth eighty or ninety times the Government rental. A 5 per cent interest 
on the value of 25 years’ rental may be a very moderate deduction from 
an arithmetical calculation on the net produce, and, if that is allowed, 
no tax wdll he payable at all”. Can you give us any concrete example? 

A. — Suppose the land revenue is Rs. 10. According to the land 
revenue policy, the rent of the land must be Es. 20 

Dr. Faranjpye. Q. — If a man is buying it as investment, would he he 
foolish enough to pay twenty-five times the net income.^ 

A. — He pays more. 

Q,— In fact he does not pay for the amount of money he is going to 
get from the investment. 
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A. — If yon dalculato it upon tlie money invested in the land, you get. 
very little. If it is eighty or ninety times that he pays, it is not that 
the land yields a percentage of income. 

The Fresideni, Q, — ^Yoii are assuming that the yield of tho land is 
twice the land iwemio, while the actual return may be iifteen time's the 
land revenue. 

A. — No; it is an exaggeration. 

Q. — the actual rental value paid in youi' own district iifteen 
times tho land revenue? 

A. — I don’t think so. The Cauvery-irrigatecl fields yield 20 Icakwu 
of paddy: Rs. 4^ or Bs. 5 is the usual rate: it will come to about Bs. 100. 
For a piece of land in which the man need not go and labour he pays 
Bs. 3,000 as purchase pxuce. 

Q. — I don’t quite follow when you say that ^^A 5 per cent interest 
on the value of 25 years’ rental may be a very moderate deduction from 
an arithmetical calculation of the net ixroduce. and, if that is allowed, no 
tax will bo payable at all.” You mean fifty times the land revenue? 

A. — Yes. On the basis of the half-net theory the cakmlation is correct. 

Q. — Do you say that the consnmer pays the land tax? 

A. — I believe that the consnmer ultiinately pays every tax and when 
the agriculturist, keeping a reserve for himself, sells, it is the purcliaser 
who pays. 1’he whole cost of production is shifted on to the oonsumei*, 
inelnding the tax he ixays. 

Sir Ferey Thomjno7t, Q . — Does the consumer pay income-tax? 

A. — In some cases lie does, but not generally. 

l)r, Hyiler, Q.— Your statement comes to this: that the price of corn 
is high hecanse rent is paid. 

A.—No. 

Sir Fercy Thompson. Q. — ^^Yill yon please define economic rent? 

A. — If you take two pieces of land, one not yielding anything at all 
or just enough to meet the cost of cultivation, and another giving more, 
. whatever is giving more is pure rent. I do not mean that. By lent I 
mean this: when you take two jiieces of Jjrnd, you must also deduct 
whatever is invested on them and then calculate the rent between ths 
two. 

Q. — I have a piece of land for which I paid Bs. 2,000. If I deduct the 
interest on it, I shall get its economic rent. I sell it for Bs. 10,000 and 
you. buy it : you have to deduct interest for Bs. 10,000. Has the economic 
rent of that land changed because I sold it to you? 

A. — If you deduct the interest on the Bs. 10,000 I pay, there will be 
no rent left. 

Q. — The economic rent varies according to the idiocy or cleverness of 
the purchaser? 

A. — You are niaking a number of assumptions. 

The President. Q. — You would lot the tenant off rent altogether? 

A. — I am not likety to have used the word ^economic rent’. But if 
you make a provision for tho capital invested, there would not be any rent 

left. 

Sir Percy Thompson. (J. — If yon are foolish enough to buy land for 
Bs. 10,000, you pay less tax, and if you are still more foolish to buy land 
for Bs. 1,00,000 .you pa.y nothing by way of land revenue; i.s it not sheer 
rubbish ? " 

A. — But what .shall I do? 1 have money and i (‘ainiot do anything 
else with' it, I am not foolish enough to pay an exaggerated price. 

; — ^Why not buy Government securities? 

^ A. — I might. It is also being done. 

Q. — ^Ypu inyest in land because you get a very decent return 4 




iff"/.. you say on page 4^4 in your Ktatomoiit that “there 

rw Ti “■'" !? oonsumptioa of suit hetween the rich aiui 

^".“■■'y* *-5'® demand tor salt, all classes coiisidorcd, is 
liieiastic and the quantity consumed remanis the same. 

A. — Moi’c or less, it is so. 

,9-T,®'^ “''■•'eu tho duty is low and the incidence is 

slight, the consinnption increases perceptibly ; and when the tax is raised, 
the consumption falls. ' 1. cannot reconcile the two statements. If a 

demand lor a commodity is inelastic, the quantity consumed or demanded is 
not seiifSitive to price changes. 

A.—So far as the change in consumption is concerned, the figures are 
taken Irom the financial stalcments. When the duty is high, the i)oor 
lorego a portion of their consumption. 

The Preshlriit. i). — Before you draw any conclusion from the figures 
ol the financial statements, are not the figures of issues of salt on payment of 
duty completely distorted whenever a change in the rate of tax takes olaco 
or IS expected? 

I)t\ Uj/der, Q.— -Have you woi-ked oiifc the figures for a series of years, 
say, ior fifteen years when the rate was Rs. 2-8>0 and foi* fifteen years' vhen 
the rate was Rs. 1-4-0? Allowing for the natural increase taking place in 
liopulation, you will find very large variatioms in the total amount. of salt 
consumed by the people of India : that is the thesis yon have to maintain. 

A. You will find the figures varying and T have worked them oiif for 
the various years according to the rates prevalent during those years. 

The President Q.— Did you try the reverse process? You say there 
was an inci'ease in consumption when there was a reduction in duty. 

A. — Yes: it is there. 

I>r. Iltfder. Q. — The wliole position is this : whether tlie rate increases 
or decreases, the quantity demanded will not show much variations; that 
IS the one position to take, and it is inconsistent with the otlier poshion 
you have taken. 

A.~~When I say that there cannot be any variation as to the consumption 
of salt, it means tliat a man who takes a certain quantity will nob 
take twice that quantity because the price is reduced. 

The President. Q. — As regards land revenue, you say: “whei’eas the 
revenue rose by four crores, tliat sum has been bodily transferred to the 
tax-gatherers as price for collecting the same.” Does it not mean that 
the i>ay of the village staff has lieen doubled? 

A. — Now it has been doubled, but a number of village officers have 
been dispensed with. 

Q. — Is it quite accurate to describe it as a transfer to the tax-gatherers? 

A. — The village Icanmm is a tax-gatherer. 

Q. — ^Prices have risen, taxes have risen and the eo.st of administrati m 
has also risen. 

A. —Every thing may rise, but unless I am going to save, ihere ts no 
use of anything rising. 

Q. — May I suggest that this increase in the pay of the village staff 
is inevitable, whether land revenue rises or not? 

A. — ^Y’ou find in a pai'ticular year a certain revenue; ten years later j’-oii 
find an increase, and that increase is accounted for by the increase in "the 
cost of collection. 

Q. — ^Woukl you abolish the village staff or keep them on the same pay 
tiiey were drawing half a century ago? 

A. — ^We are entering into the question of expenditure. 

Br. Paranjpye. Q. — Do you mean to say that the cost of the village 
staff' should really be credited to the cost of land revenue? Don’t they do 
a large number of oilier ihiiies besides collection of land revenue? 

A. — The vi]lag<‘ kariuun only does the village work: the village niunsir 
does some civil or criminal work. 




Q.— J)o you maintain that the cost of collection of lanrl roveime is 
25 per cent? 

A."— I have taken the figures from the financial statements as fhev are 
embodied there. If some allowance has to be made, figures may bo worked 
out as to how much has to be put down to otlier services. 

llie President, Q.-— How much of this goes to the village staff and how 
much to survey and settlement? 1 take it that you agree that survey is 
necessary j whether you have land revenue or not. 

under survey and settlement have increased from 
Us. 9j(K),000 to Rb. 60,00,000. They may be deducted. 

Q. You have a survey and settlement even in [Bengal where you have 
permanent settlement: so you could liardly debit the survev and settlement 
staft to land revenue? 

A. —I have worked out the figures so far as they are available from 
the financial statements; if any deductions have to be made, tliey mav be 
worked out, ? j j ^ 

Q.-~You then proceed to make some comments on the increase in the 
duty ot sugar. ' ^‘When the duty was raised to 10 i>er cent the 

revenue began to fall ; . . ^ in 1921 when the revenue was raised to 

10 per it was expected to yield 2So laklis, but as a matter of fact, it 
yielded boO lakhs owing to the abnormal imports consequent on a fall iv 
prices’’. 

What conclusions do you draw from these figures? 

A. I was referring only to the fact that as always liappens, when yon 
impose a protective duty upon an essential commodity, for everv pound of 
sugar that you import, four times the amount is" paid to " the local 
niaiiufacturers. 

Q. — ^You are a die-hard free trader. 

A. — I am. ■ ■ ■ 

Q.— Regarding the income-tax, you say that the calculations made at the 
time the exemption limit was raised liave gone all wrong. Do von sug^^'CvSt 
that it was a mistake? * 

• simply an increase. I am onlv saying that the figures 

Ml the financial statement were wrong. 

Q.— You say: “The exemption limit was raised to Rs. 2,000 in 1919, 
and it was^ expected to relieve 287,000 assessees out of 381,000 and cost 
a sum of io lakhs to the exchequer, but the calculations have all gone 
wrong.” ^ 

A.— So far as the income was concerned, the figures were wrong. They 
calculated there would be a loss of 75 laklis; on the other hand, vou will 
find an increase. 

Q.-^riie gain that you speak of came from the other people? 

A. Yes, but now the figure for assessees has come to 21 lakhs. 

Q.— We now come to the “function of tax revenue.” You sav • “As 
tJie subvention^ must increase with the capital at charge, the railwkys will 
lecome a groving source of tax revenue, instead of being a cheai) means of 
intern aJ transportation”. ' c, i 

A. -11 ^\oii are going to confine yourself to meeting working expenses everv 
year^ and go on borrowing every year, you V'ould have to pay, not only the 
interest already in existence, but also one-eightieth of the sum that will be 
the loan account for the railways. 

Q. — You will have to pay that to the redemption fund? 

A.-^I can understand the starting of the fund when borrowing lias 
stopped. » 

Q.— But how are railways going to he a. growing source of revenue? 

A.— The revenue will go on increasing if you put up the rates as high 
as possible. ^ 

! , Q,— Why should the rate increase as the mileage increases? 

: for a particular year, the profit is olj, next year it will be 6, the 

year alter that, 7, and so on. There is so much of excess that will be 
taken from a limited section of the i>eople. 
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Q. Oil tlie otii6r Jiaiidj as ,yoii take uu ths favours hlv 
schemes, won’t the rate oi’ iirofit tend to decJiim? sitiiateJ 

A.— Yes, some of them may not jiay. 

Q.— Ill which case, there may not be any prolit, 

A, Diiring the last few years, I think the railways paid a. considerable 

portion of the deficit of the aovernment of India. ^ tunsmeiarne 

Q.— We now come to federal ftiiance. Yon say: ''The federal svstotn 
has broken down in every foreign country in that separate wute’r-tMit 
sources ot rovemie could not be earmarked for federal as distincruished from 
State or even local purposes.” Which are the countries j'ou n3er to which 
have tried these water-tight sources of revenue? 

A.— . 1.11 every coiintry where there is an income-tax, thev put on a 
burcharp on income-tax for local purposes: you cannot say tliis tax alone 
IS lor Local Government or that tax alone is for Imperial Governinent 
iiie experiment has failed in every country. 

Q. Does not that show that tliere is not a separate water-tight source^ 

A.~Yes.' ■ . . 

Dk I aranjpije.* Q. Are you against this theory of sejiaration of sources? 

A.^ — “I don’t want it: it cannot work fairly. 

Ike Fresidenf. Q.-~You say: "If the necessary implications of separatist 
liiiaiice a,ro widely understood and appreciated, it may be doubted if the 
movement tor provincial home-rule would gain much strength”. 

A. ^Yes, 1 am against dividing it between the xirovinces. 

^ Q.—Then you say: "Once people begin to taste the full fniifcs of finan- 
cial autonorny, we shall have a Babel raised against provincial tyranny and 
l>rovincuil uiequahty,'’ and you go on to say that a fiscal system must be 
ovoived winch will^have due regard to comxiarative fiscal needs. 

A.— I mean the capacity of the people and the expenditure that ther 
ought to be put to. ' 

Q. lou say: "There is no true measure of iirovincial needs, and any 
amount can be spent by any province if only the money is available.” 

A. — Yes; if you give money to any province, it will spend it, 

going to determine comparative fiscal needs? Do \ou 
think it IS fair that one province should pay for another? 

-,A..— No,-. . . • - 

Q.-— If province A says it has more fiscal needs and wants Rs. Ih a liead, 
and province B only makes an estimate of lls. 9, province B will have to 
give to iirovince A under yoiir scheme. 

. « possible to treat all the provinces equally under any scheme 

ot hnancial devolution ; so w^e should do away witli such an idea and raise the 
revenue entirely for the whole country ; so far as each province is concerned, 
we should see to the absolute necessities of each province and distribute 
funds accordingly. 

Q. That is, you would go back to the old i>rovincial contracts? 

A.— I think the best scheme ivoiild be that for which Sir James Westland 
fought. 

Q. — How do you determine the comparative fiscal needs? 

A.~“You must have some measure of finding out what province needs 
what amount. 

Q. — What process would you adopt to determine this? 

A.-~Responsil)Ie authorities must be able to say what the necessitie.s 
of each province are. 

Q.— Would you say that the jMoston Committee were sufficiently res- 
ponsible authorities? Did they aeliieve complete success in determining 
what the needs of each province were? Could you appoint a more 
authoritative body? 

A. — They failed because of the difficulties I am suggesting. 
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..Ivoiici ■ /ii w logical result, of vour suggestion rtould be to 

<il>olif>li all Provincial Govermuents and ask tlio Imperial Government to 
manage oYorything. * iu«ub lu 

A.— 1. liaye said so. I should rather tliiiik that there is iiobodv in 
favour of that view, 

The Pre$klenf, Q. — ^You say that: ^‘The provincialization of land revenue 
i\iule it has the effect of exempting the large mass of the people from 
paying their tair share of imperial burdens, has the effect of discriminatine 
between the subjects of various provinces.^’ Would vou endeavour to 
enioYce a iiniiorm scdieme of land revenue throughout India and scrap 
history, tradition, existing arrangements, existing laws, etc.? 

A. To begin with, I am making some suggestions. I am proposing- 
a tax on agricultural incomes, exempting small cultivators who pay below 
Rs. 10. I do not want to reach a clean slate, especially on financial 

questions. 

XI ?^ay^that '‘The eontrihution , though it may be justified on 

the ability principle, relieves, to the extent larger sums are raised, the 
burden on those who pay other taxes. It may be stated broadly that the 
imperial burden on land in Bombay will be lighter than on land in Madras.* 
How does that come about? Your figures all relate to income-tax? 

A.~l have given figures also for land revenue. There is also a propc^sal 
to provincialize income-tax. 

Q. — You say : “There is no true measure of provincial needs, and 

any amount can be spent by any province if only the money is available. 

A basis of distiubution satisfactory to the provinces cannot be secured**, 

A. — Every jirovince will go and contract for as much as it can 
' getv ^ 

Q, — ^You say ; “The provincial ization of stamps has already begun to 
work unequally and the recent amendments of the Stamp and Court-fees 
Acts do not disclose any true appreciation on the part* of the legislators 
of the place of fees in the fiscal system’*. 

A. — ^Yes. 

Q. — “The growing demand for division of provinces on a linguistic 
basis, or on a religious basis so as to minimise the Hindu-Mussahiiaii pro- 
blem, points to a striking divergence from those economic ties, facilities 
and resources which alone can x>erhaps be a rational basis for the formation 
of administrative units**. 

A. — And you cannot get that in India; that is what I say. Each 
province lias its own fiscal systems, so the incidence of taxation cannot be the 
same compiired with the incidence of taxation in the other iirovinces. 

Q. — Then you say provincial autoimmy would prove “an instrument 
in employing the brute force of majority to accentuate fiscal inequalities 
by so modifying the burden of taxation as to hurt jiarticular classes and 
communities and benefit others**. 

A. — Yes; that might be the position. 

Q, — You have not seen instances of that yet? 

A. — ^We are having it lower down. 

Q. — It has already led to class taxation, is that your experience 
in Triehinopoly? 

A. — Yes. It is coming on slowly. It is a question of time for it to 
develop. 

Dr. Hyder. Q. — Is there any undervaluation in assessments to house tax 
in Trichinoiioly? 

A. — ^Yes; these are the blessings of democracy. 

Q.— -You say: “The high level of stamp duty on transfers of properi.y has 
had the effect of adding to the burden of the borrower or the vendor who 
usually pays the full amount, and though it might not ha%^e restrained trans- 
fers, it has in many cases led to undervaluations to escape the onerous 
character of it’*. 

f. c A.-rYes ; sometimes it is undervalued foi* the purpose of sales. 

^Q.-^You say it adds to tho burden of the borrower and the vendoi'? 

A. — The law may be different; but usually the seller pays. 
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ti.— lUcn you say: “The heavy cost of litigation is one of the prime 
eiiiises ot the oeoiiomic rhrtenoriition and inti ebtod ness of the people. It is a 
wholesome policy ot eivihzie.l States to make the aduuuistra,tmn of justice as 
^ap as possible, ns it is ihe one bod-rock upon which humnti iiiitiirtioim 

A.— Yes; of course, usually, the word ‘litigation’ is used in a, different 

SOUS©., 

You say “receipts might be made to approximate to the cost princi- 
A.—Yes. 

Q.— The adyantagos of the cost principle as against the profits priiici- 
American writer, are first that it takes awav the 
inicfcitaintj as to the result to be striven for; and second, that it furiiishos 

to thf'Jublif intorolt”? ’ ^ to be comjmted with due regard 

' . A.' — Yes. 

+i property arc a suitable occasion on which 

the State should take a share. 

• ought not to over-burden the people. During the last revi- 

Sion oi the btanip and Conrt-fees Acts, the fees went np 50 per cent. 

Q, Willi regard to ‘genei‘al jirinciples of taxation’, you sav “The in- 
tensity or the demand for ‘steep’ graduation has already created a'^reaction in 
lavour or projiortional taxation”. Who is your authority? 

A. I will send you tlie reference later on.* 

Q.—Are you referring to Sir Josiah Stamp? 

A,-- -I do not remember. 1 will send up the reference. 

Q.— You say “On economic principles the indirect taxes on consumption 
ami expenditure can ])lay hut a subordinate irart in a well-ordered tax 
s^ystein”. 

A.~Yes. 

Q. — ^Have you not also to take into account the psvchologv of the people ° 
A,— Yes. 

. -..Q* — there not the feeling in this country tliat they are in favour of 
indirect instead of direct taxation? 

A. — But the present rates of indirect taxation are high. 

^ Q. — There is a conflict between these two principles — the ]>rineipl© of 
universality and the principle of ability. 


Q* The customs duties which have been so largely increased recently 
are not the duties paid by the whole popuiation. Duties on motor cars, for 
instance. ■■ ■- 

A.-~-Yes, on motor cars and silks. They say they are luxuries. About half 
and half, you may say. 

Q.—> You say: “The duty on imported cotton, woollen and silk and the 
excise on Indian cotton manufactures— which is a purely Anglo-Indian 
patent in selentilic taxation — fail universally”? 

A.— Yes. 

Q.' — Are not textile goods taxed in Japan? 

A. — But they do it for some other purpose. They want to stimulate the 
export and for that purpose even to restrict consumption. Their purpose is 
different. 

Q. — ^You quote Sir Edward Law and say “a theory which invites a retort 
which need not be made”? 

A. — Yes. Every inch of land is purchased by the landowner in the ryot- 
war i tract, at I’ate. 


*Sir Josiah Stamp in his “Fundamental Principles of Taxation” says 
(page 51) “Thought is at the present time moving so actively in this direc- 
tion, that the misgivings of some antagonists of graduation, during the 
nineteenth century, seem to be fully justified.” Also Professor Edgeworth, 
1920; Royal Commission on Income-tax. Q. 11705; 



Q* — Wiiat }ias b0conH> of the el«Hs wbo wore originttify olt tho 
liwdi^ Have the^ disappeared?- 

A.— They may have sold it to bihera, 

^Q. — The original class have gone down io the' llifldil'ss eaiegory? Thai is 
au important point. 

A.— How are you going to find out who were the original class? fherd 
are scales going on. Property is changing hands every year and every day 
and full price is paid for that. 

Dr. Famnjpye, Q. — There is hardly any piece of land remaining in the 
same family for 500 years. 

A.—Yes. ' '' - 

The Fresident. Q. — ^You say “The rent being part of the cost of raising 
produce, agricultural products will have an enhanced value whicJi will be 
ultimately shifted^ on to the consumer’ \ And a few lines later, you say 
“After all, the price for the use of land may not be a determining factor in 
the ultimate cost of the produce” . 

^ I am arguing there why they say so. In the next paragraph I am 

giving my reasons. 

Q. — ^Yoii say, “The blind application of the tlieory of economic rents to 
the practical conditions of agriculture is responsible for the belief that the 
land yields an unearned increment of 25 per cent during the lifetime of every 
generation, and that the Government with unexampled liberality take but 
three-fourths of it”. Who believes that? 

A. — That is the belief on which the land revenue policy is based. 
There is revision every thirty years. Then they put 25 per cent 
increase, and if there is agitation it is reduced to 18|. And tliey say it is 
50 per cent of the net produce. 

Q, — Can you tell me any district which has had this 25 per cent increase? 

A- — It is reduced from 25 to 18|. 

Q. — I cannot imagine in whose mind that belief exists, 

A. — The basis of land revenue is that. 

Q. — You say, “The jiresumptuous claim to measure by a percentage the 
unearned increment from land is the most audacious for a Government 
department to make even in this country”? 

A. — ^Yes. They say they can measure unearned increment on land in each 
village. How is it possible? 

Q,— I want to know where this claim is made. 

A. — I am taking that the basis of the land revenue policy is that. 

Q. — ^You set up a skittle and try to knock it down ; it should be referable 
to some particular declaration. You say ^presumptuous claim’. The claim 
must have been made by somebody. 

A, — It is not so stated. I need not tell you anything new on the 
question of land revenue settlement. The whole basis of the land revenue 
sotthnent is that the Settlement Officer can measure the unearned increment 
of land; and he takes a portion of it. That is the whole basis upon wdiich 
these things are taking place. They say there is such a thing as an un- 
earned increment which is measurable at every time the revision takes 
place and that is 25 per cent what it was thirty years ago. That is how 
they calculate it. 

Sir Percy Thompson, Q.* ^ 

have read a good deal of these things, and ! 
increase is assumed to take place. 

A. — ^Yoii find it in the settlement reports. 

Q. — I have read them and I don’t find it. 

A. — In the report relating to the Tricliinopoly district, it is stated and it 
is reduced to 18|. 

Q. — There might have been, in fact, an increase, calculated on the basis 
of net assets, of 25 per cent. That incidentally might be 25 per cent. But 
I have never seen it stated that the Settlement Officer assiimes an increase 
of 25 per cent to have taken place during the last thirty years. Oan you refe?' 
me to any authority? 


npson, — Can’t you give your authority for that? I 
al of these things, and I have never read that 25 per cent 
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A.— There have been iliroe or Fonr receaifc .sefctleiiieiits, 1 will find oiiti 
what the estimate of fclm Settlement Officer was and toll yon, 

Q.--Are you f|nile sure yoa are not mistaking; this: I have seen the 
Settlement Oflicer lincling an. ineromeiit of 31, 32, 33 and so on aiul then minc- 
ing It to 2o or or whatever it may be, that being the limit. But 1 have 
not Seen an assurtvpiion^nn a priori assumption— before the Bettleinent Oflicm* 
]i.as gone into the question, that the land has increased in value ]>y 25 per cent. 

A, — ^Wliat he finds is, C siilmrit, his assumption, 

Pfl^resident, /h—You say, ‘ Yn all these refined ealoulations, the 
marketabio ’I'al.ue wiiicti jaiul inlierently possesses is invariably ignored. No 
account is taken of tlio capital invested on land, unless it be that arj-iculiure 
IS an nulnstry which is expected to ho dmdenddTee’N .Ts not a c'onsidm'nble 
portion of every seitlemont report devoted to analysing the prices at \shiih 
land is selling t 

A. — Bo they take aceonnt for the capital invcsied, in arriv.ing at the tax- 
aide capacity of any piece of land? I have not seen that. 

f^ir Fvrctj Thompson, Q. — Tliey make allowance for the physical improve- 
ments made on the land. 

A. — I am speaking of the capital invested, if money is invested, is any 
portion of the interest deducted or allowed for in talking the landP 

Q. — Xo; hut then what yon are going to say is this: the higher the price 
])ai.d for the land, the more valuable it becomes and the less it is to be taxed. 
Is that your proposition? 

A, — I do not state so. Take a fair price. 

Q. — Then I cannot follow you. 

A. — 1 state tliat you should fix once for all a certain tax f>n every 
acre of land, whatever it may be, and whatever be the increase or deereuhe 
in price. Once for all. settle it and tlieii tax agricultural incomes at a certain 
rat©. ' 

Q. — How can j’oii settle it once for all? 

A. — You need not care for the capital value of the land. Yori now settle 
for each acre of land some tax which is payable oven assuming tliat the 
cultivator makes a large profit. 

Q. — Ji. permanent settlement. Is that the idea? 

A. — Yesj that is wliat I suggest. The small holders, say, those who arc 
paying a revenue of Rs. 10 and under, may bo exempted. Thcn^ hx a scale 
of taxation for every piece of land — any scale which you ma.j" considoi* reason- 
able; and then tax the liigher incomes, say, when tlie income exceeds 
Rs. 3,000 or Rs. 4,000. In tliat case you need nob care fur what the land 
sells at. But when you say ‘‘the landowner gets money and, therefore, ho 
must be taxed”, you must give allowance for the sum that was actually 
invested. I .may be a fool or I may be clever; I have paid some inoiiev 
and should I not get some return for it? 

Q. — Suppose you very foolishly go and spend lls. 1,00,000 on a piece of 
land which brings you a return of Rs. 10; are you going to make any 
allowance for the fact you have paid that large amoiiut? 

A.— Yon need not: it is a large supposition. 

The Frcsiflent. Q . — ^Siippose A gets a patch of land fj'om the Oovernmeut 
for nothing, on wliicb. the tax is Rs. 10. He sells it to B for Bs. 100; then 
aceorcling to your suggestion, you would deduct from the Rs. 10, 6 per cent on 
the Rs. iOO and rocluce the tkx to Rs. 4. Xow B sells it to 0 for Rs. 150 
and the interest on it is Rs. 9 ; and you reduce the land tax to Re. 1; then 
0 sells to D for Rs. 200. the interest being Rs. 12; and the Government has 
to pay him Rs. 2 for occupying the land. 

— Xf you go on working at that rate, you get those figures. You must 
take the facts As they exist. AYliy do you suppose that the whole world 
consists of fools? Raids must ho taken into consideration such as they ai'c. 
The fact is that land is heavily paid for. You say you are taxing land 
on certain principles; then why don’t you make allowance for the moiu‘.s 
invested on the land? 

Siir Perev fhommon. Q.— That is what the President has tried to do 
and he has arrived at this rcs\ilt: ho fiiKls that the land I'everiue, as 
time on, becomes a raimt^ quantity and the Government has got to pay 
Rs. 2*^for the foolishnosrs of the purchaser. Your proposition comes to that. 
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A. — That is not what T am contoiicling. That is not iiiy proposition. If 
it is a question of prestnning a piece of land which, tiie Goyernment gave 
away as gift, no man would pay Es. 100 for hi vain. 

Q. — ^Why not? Certainly, later on, they will have to pay. Yon have 
a number of such instances. 

A.— I am speaking of agricultural land, not land in urban areas. 

The Preskleiii. Q. — Even in the case of agricultiix‘al land, it is so. Go 
down to the Berar cotton lands which, in the last few years, have doubled 
or trebled in value. 

A. — ^l^’liat is the value of expectations. It is only for that jnirpose — 
to avoid this difficulty of making calculations — that I say, fix once for all 
the revenue and then tax the incomes. If you go on taxing on the 
capital value and make no allowance for the capital invested, you will 
probably land in such difficulties. 

Q. — On this principle when you tax incomes, should you not deduct the 
interest on the capital piit in? 

A.—Yes. 

Q, — ^Ancl do you do that in the case of business men so far as income-tax 
is concerned? Suppose a man buys a mill? 

A. — I think it is rpiite reasonable to allow it. 

Q. — You want to deduct interest on his own capital whicli he put into 
the business of his own accord. If he invests Bs. 1,000 on land, you have to 
deduct Rs. 60 at the rate of 6 per cent. It is so in the case of a mill. Suppose 
he invests the money in Goveiminent 3 )aper and gets Rs. SO; tlien are you 
going to allow Rs. 60? 

A. — ^If you are putting it as a cpiostion of equity, an allowance must bo 
made for the return on capital. 

Q. — ^But what is taxable is the return on the capital. 

A. — ^Yes; but .since our chief industry is agriculture, and large sums are 
invested in land, some allowance must be made. Otberwisc, there won’t be 
any reasonable income derived fi'om land. 

Q. — ^Agaiii you say, ^Tt will be admitted witliout doubt that the perio- 
dical revision of land I'eveniie wdth its consequent enhancement of the 
State’s demand must necessarily put up the price of agricultural pi'oducts’b 

jV. — ^Yes. The price of crops is raised. There is no doubt «about that. 

Q. — isfow the Trichinopoly district was resettled this year; do you think 
the prices were raised by 18£- per cent? 

A. — Not immediately to that extent. 

Q. — Tan j ore has not been resettled last 5 'ear, and therefore the prices 
would he steady there? 

A.— You must compare the prices with the prices of ten years previous. 

Q. — ^You say that because you resettle the Trichinopoly district, the prices 
will rise in the Trichinopoly district? 

A. — Not in Trichinopoly alone. 

Sir Percy Thompson. Q.—Is the resettlement in the Trichinopoly district 
going to raise the prices of tlie world? If the land revenue is iiiereased there, 
where do you suggest the pri^e of corn will rise — is it in Trichinojjoly or in 
India or in the whole world? 

A . — In a. number of districts adjoining Trichinopoly. 

Q ^yVliy do they not get the corn from elsewdiere? 

A. — ^Who is to pay the railway charges? 

Q the rise in prices is very small, they ^voiilcl not import from 

elsewhere. But if the cost of raihvay freight is very small in compririson wdth 
the rise of prices, surely they -will buy in the cheapest market. 

Dr. Jlyder. Q.— Suppose Trichinopoly is not resettled; now the railway 
charge is a constant Tactor. Wlien Trichinopoly is resettled over and above 
this constant factor, there is the increase of 18t per cent. Surely the people 
of Trichinopoly wdll be very alert; they wdll say ‘‘We can pay raihvay freight 
and avoid this extra 18| per cent”. 

A.— If it was cheaper. 


45)1 


Q.- -Tlio Jiict IS tins. T!io iJi-ioe of paddy iu Tj'icluuopoly vunos from 
tlio price of paddy at J iiticomi or Guiijam only bv the clifferciicc in tl e 
ra,hva.y freight, so tlml land revenue dies not aflict ft one way or tlm 

i.riee^wiM'fLfrSl^'"'''"*" "" 

Q.--Y()U will find Irom the ijuolutions given in the gazette that the 
price of paddy in l.richinooply and Ganjain is the same cxeejit for rail- 
way ireight, so that the resettlement has had no effect upon these prieis. 

4 1 ■'■'tS .years, is it to be coiitondod that 

the IhvsklfucyP 

iJr. Iwninjpj/i.'. Q. 'l.’ho ri.se in land revenue is from 21 erores to 2“ 
croroa or rupees? 

A.““™\ou cannot say that ii’ laud reveuue lias been eiiliaiieeiL tlio 
price has not lieeu aftcctccL ' 

Q.— t uiide,rstaiul you ai’e against iiihcrilaiicc tax and death duties 
and your I'casons are merely sentimental. 

A.~Not' aiierely. 

consifler this questiun iroin the economie point oi* view, 
but ^’ou ^eonsider jt only irom the political and sentimental jmint of view? 

view^ahTJ^ tixtent 1 Jia\-e considered it from the economic point of 

Q.— Do these sentimental reasons not exist in other countries? 

A. — do not deny that. 

Q.—Still those countries have death duties? 

A, — ^Yes. 

bn led* almoist all the advanced countries death duties aio 

Ihese death duties because there was a paramount 

^’^’as the question of parainount necossitv during Sir ‘Wib 
bam Marcourt's regime? Was it required for balancing the budget? 

A.— 4 miiiion poiinds were required for the Navy. 

Sir Percy TliO/npson. Q . — ^AVhat do you mean by suryijig they were hard- 
]}ressed? At that time incomotax was eight pence iii’ the pound. Thev 
wanted 4 million jioiinds when income-tax was eight pence as (*ompared wit.}i 
the later figure of six shillings, and they could have got the whole sum 
by raising the nicom£‘-tax, by one jienny. 

.„Tbc\v could Imve done that. Hut the Chancellor of Kxebequer per- 
liups tJioughf that (Imi: it be increased Ibe income-tax, there riill bo a 
great m* ojqiosition. 

bh-yHe thought death <iutie^ wei-e the tairesL means ol‘ raisiirg the a<!di- 
tiona! lour millions? 

A.— ‘When i, use the word ‘dire necessity' 1. do not mean it- should ho 
the last resource. They felt the necessity and they i-ai.scd it. 

7)r. Faranjpye. Q. — In otlier countries human nature is the same, rnd 
there was no dire necessity idr them to put on this duty. You said there 
were other economic reasons. Would you tell us what they are? So far 
as I understand, taxation is levied in cases where there is a windfall when 
persoms have not worked for that income. In tiiat case, it is genera 
accepted under all <^anon>s ol‘ taxation as the faire.st source cil* iax,i 
tion. Now there is the jrroiierty obtained by the death of somchody else 
without having uairked for it, is not this pre-eminently a case of "wind- 
fall on V'liich, if the State requires further resources, it' is entitled to lay 
its hands? 

every man has to begin with nothing in life, that vould be 
an ideal state of things. 

Q. — In one instance, instpd of being tlie owner of Us. 5,0t)0 wliich 
he might have earned by his own exertion, lie becomes fhc owner of 



50, 000 simply Oy accident. Don’t yoii tliiuk tiie Hiate slioulcl tax tlie 
additional sum wliieli lie lias got «as a windfall r* How lias lie earned tliis 
lis, 45, 000 except for tlie feet tliat lie is born in that family t 

A. — -T think he lias earned it. If T liave been fortinuito enough to 
accmnnlate property, have I not got the right of giving iny property entirely 
to iny son? Bhoidd a third party come aiid say tluit niy son has not 
w'orked for it and he sliould not have it? 

Q. — Tliat is the modern theory. 

A. — I do not accept that theory, if progressive taxatioji slionld go to 
such an extent as .even to destroy ever so many social institutions by which 
industrious people’s fortunes were made, i do not subscribe to it. 

Q. — You consider that a man should be absolutely entitled to dispose 
of the property as lie likes? 

A. — Yes, as he earned it he .must be able to dispo&e of it. 

Q. — Suppose tlierc is <i ease of intestate succession, be docs not dispose 
of liis prox>erty, but a third cousin inherits the lu-oxierty. Even then 
you do not advocate this duty? 

A. — Possibly tliat man thought that liis third cousin ought to take it, 
and therefore made no will. Why should the Government deny him that 
}>rivilege? 

Q. — You see there are many instances where the eneniy of the decesised 
])erson succeeds to the jiroperty. Take the case of two brothers who might 
inu^e been on very bad terms during their lifetime. 

A. — Then, they dispose of their property otherwise. 

Q. — ^You say a man sliould have an absolute right to dispose of the 
whole of his property; not only that he should enjoy the efforts of his 
labour, but he should xnit upon the society a burden of the person who 
(loos not work, but simply lives upon the property earned by others. Don’t 
you think that Government should take a part of this windfall? 

A. — If you call it a windfall, I do not object. That there are sonie 
cases of this sort I do not deny. Suppose there is an absolute necessity 
and somehow or other money must be found, then the question of capital 
levy comes in. It is a different matter tlien. But so far as I bare beem 
able to study the Indian Financial conditions, there is no such necessity 
that death duties should be levied now. 

Q. — there was a clioice between salt duty and death duty, which 
wwld you choose? 

A. — I would prefer salt duty. 

Q. — You would prefer salt duty on the poor person, l.>ut you would 
leave untaxed the person who gets property by a windfall? 

A. — 1 do not take it as a windfall. I earn not only for myself but 
for my kitb and kin also. Why sliould I give to the State a pc*rtio.ii 
of wliat I earn instead of to rny own jieopie? If death duty is a matter of 
absolute Jiecessity having regard to the financial necessities, suiixiose the 
country is invaded and a large sum of money is necessary and money cannot 
be derived by any other source, then if is a different- matter. 

Q. — Suppose you have a policy of extension of education and you want 
furl her resources: according to your tlicoiy you will have to say the Stale 
lias no business to go in for education? 

A.— I won’t say that it should pay for it by imxiosiug death duties. 

Dr, Ryder. Q. — On a point of theory. You say, ^Tt is generally held 
tliat taxes stick to where they fall ; ^ but it may not be that the cleath 
duties will stick to the so-called lieneficiaries. In the hxrge majority of cases, 
whm*o the real property is a house, tlio tax will be shifted to the tenant as 
tenancy is more or less at will, and there is no^ active trade in house- 
buildiiia;'’. Let us get away froiu the monetary diflicultles and let us con- 





Q.- il only to siuiplily mutters, 
to iiy out of existeuce? 

A. — WJiat tlie mail wil! do is lie 
does not possess tlie house. 

, Q. — The ■ State will 

A. — 1 a,m not referi'iu^ 
the iHJiise on. the death oT tljo 
to be given, in one 
to pay. 

The Frcaident. — If in 

the tenant will go to some < 

A.‘-~lf lie could get o.iie, 

Sir Ferv!] Thoiujhvju. (^h*- 
is a great deal of double ta 
the ITnited Kingdom is le.'ss, 

Let me exphiin to you tlie s 
income-tax is one anna in 
in the rupee. Suppose a in 
the preceding year Ks. 5,0( 
on the three yeai's’ average a i 
us wliat India wifi giveP 

A. — On the tliree years* 
lls. 1,000, second year' lls.^ 
year average the amount pa\ 


going 


say we will take one acre, 
g to the honse-owner. 

person must pay 
yoiw or s])read over ten vej 


average. 


Q.— Jlemeiuber in that ease tlie tii-.si to suffer 
Tax is presumably paid in India on Rs, 

India gives relief to half. How do you ? 
payer compelled to shell out year after 
to the relief of the United* Kingdom,' but 
interest on sterling debt paid in Euglaud 
question of shelling out here? 

^ ^ A. Relicl is elaimetl on Jis. 1.000, whieb lias not paid double taxation 

is, it not?. ' ' ■ ' ■ 


is the llritisli hiXebeijiuvr. 
2,000 and in England on Rs. d,000, 
this, ‘‘Not only is the Indian tax» 
ir a decent portion of the revenue 
even the important source of 
escapes taxation’’? Whore is the 


A. — That actually takes place. 

Q, — I do not think you are quite right. Assuming it is right, it is 
little tail to call it sheinng out, wlien tlie bulk of the relief is given 
on the ]|s. 2,000? 

A.—AVhere is the relief given? So far as .Rs. 2,000 is coneerned the 
tax Is ]>aid there in England. But wlien you eoiuo to us to give relief 
you ask us to giv(^ relief nof only upon Rs. 2,000 Init also on Rs. 2,000. 

Q. — Only when your rate is more than half the English rate. You 
don’t pay unless yuiu’ I'ate is more than half the British rate whicli at 
the present moment it is not? 

A. — Of course, it is not likely to be. 

Q. — YYliat do you mean by saying tluit ‘The immunity from, taxation 
giv^en to tlie iutei*est receivers oJi our sterling debt in the XJnited King- 
dom and the refund to the tax-t>u.yer. in relief of double taxation, raise 



■ ■ . 4m 

the i.s^uo whether the tax is related te the taxable eapaeity oi' tiie 7)eople 
or Ot course it esc‘aj>os taxation. When yoti issued the loan it 

was distinctly promised tli^it it will be tree from income-tax. 

A,'— Who promised? 

Q.— The Government of course. Ou tin* prospectus of those sterling loam, 
is there not a provision that it will be free of taxation in India? 

A. — That is a different matter. Tf the Oovermnent gives that nmler- 
takiiig, that is a cavse for excuse. .But J am suggesting that it ought to 
he taxed. Jt does not mean that tlie (h)vernment of .India should not 
give exeniptioii. They say if yon waint to invest in India you won’t be 
taxed ‘whiih I say is wrong. 

Q. — point is this. Jf ilie Governineut of India wanted money irojti 
Fnigland it has got to give a rate of interest, wliich should after deduc- 
tion of taxation slioiild be sufficiently attractive to the British investcu*. 
It it is subject to Indian taxatioiij tiiey would not care to invest at all. 
It would bo scandalous for the Governinent of India to issue a |)i*ospecttis 
for subscriptions, saying it is going to be free of interest, and then to 
come and say that it will not be exempt. 

A. — ^I am not saying that once the Government of India have promised, 
iliey should break it. 

<}. — Can you name any sc(*iu*ity winch was not is?>ued subject i-o ilie 
condition of its being tax-free 

A. — I cannot say that. My point is that Government ought not to i^sue 
tax-free loans. If the Government of India or the people of India tliink 
that it is absolutely necessary that a certain amount of loan should be 
raised in the British market, then it is a different inattej-. 

The Fresident, Q. — May wo leave India altogether, for a moment. You 
are no doubt aware that there are Britisli securities free of iiicome-tax. 
Tim British Government do not diurge anything on the dividends and secu- 
rities held hy their peojde. Is it not logical that Indian sterling loan also 
should be exempted seeing that certain loans arc exempted even in Fng- 
land?" ■ ■ ■ ' ■ ' ■ ■ 

A, — YFy point is tliat there should Jioi be any tax-exempt security at 

.■•all. ■■ . ■ ■ , 

Q. — ^Y'ou are no doubt aware that there are a number of British secu- 
rities which are issued income- tax-free to residents abroad; the Britisli 
Government do not charge interest on. residents in the United States of 
America on the dividends on these securities lield by them for exactly 
tlie same reason that, unless they gave exemption, they w'ould have to 
X)ay the Americans a higher rate of interest. 

.A. — I do not say that once exemption is given it should be removed, 

/S'/.r Vewu Thompson-. Q. — How do you accoimi for the fact tliat tlio 
wdiole w'oi’kl is borrowing money free of iiU'omc-tax ? 

A.-'-Alier the AVar, they have heen doing it. Bcfoi'c, each couni.ry 
wuiH borrowing wlfhout exemption, from taxation. 

hb- Before^ the War a. good many (‘omilritss di<l do it: England d!<l 
not. But you must remember that then in(*omc-iax was a, very small amouni ; 
now^ it is a very serious matter. 

A. — Having regard to the fact that the market is Light in .England, 
there is no necessity for India to go and borrow there. 

Q. — ^But the point is that a sterling loan Is practieallv not iaken up at 
all in India. 

A. — If a tax-exempt security is issued, tlie pojtit is not that the .holde.rs 
of tliat security should be asked to pay: such securities ought not to he 
issued, and if there is a necessity for them, you must I'aise them as far as 
Iiossible within the country. 

Q. — you know^ of any mipee loans tliat are i^'^sued in India, subject to 
the condition that they are free from income-tax? Aiy impression is that 
they are liable to income-tax. 

A. — During the lust three or four years they have benm issued ijicomo^ 
tax4x*o@* 




Q.— Do you agme that, 'hve do not 
in any ot our exports sufficient to eoi 
at least of our export duties?’’ 

, . A.— If it is true that iir Java tin 

■coir, for 'Sacks at one-third the^ cost ( 
ani afraid that the jute revenue mov fa]) 
in Java and may succeed. 

Q.— You develop the theoiv that 
untaxed precious metals is the heeessar 
, A.---Yes. 

I)-} , Q. 1 daresciy the fact 

days oi Plniy, Indians have shown a d< 

A. —My own calculation was that 
ot tPo world and our coiisurnotiou v 
dug out of the earth. 

Q.— Has this raanijnilatioii of the 
iioarding ot precious metals? 

A.~~Xo. If a commodity sells den 
loss : it- yon tax it high, im won’t pnrc 
1 instead ot iinj)o]’ting good 

certainly to a larger extent than 'the> 
imported goods w^ero less. Me inpiort 
hecanse wo think it is cbeajier to impr 

Sir Pern/ Thowpson. Q.— Have the 

A. — Last year tlio import was 60 
crores ivorth. 

Q.— lYhat was it in 1913? 

A.— I think it was less. 

Ih', llyder, Q, — The Go-^'eriiment < 
to India, and therefore ilu? j>oop]o r 
precious iuetals. To me extent that ^ 
ground, ])rices will fall: to the extent 
rise. 3f you take this volume of gold ; 
a series of years, it will continually 
until prices rise very miicli. Then tin 
is no point in bringing this gold and s: 

A. — I think a time w'ill come when 
made his report, you wdll find that 
by this country. The price level in otl 

^ Q. — Blit this has nothing to do wii 
which has l}een there I'or thousands of 

I should Hke you to refer to your 
are naturally keen business men shoulc 
last objective is not in itself a vice, 
expansion, as the history of cotton ind 


assess a monopoly or semi-monopoly 
the foreigner to hear a portion 

are now manufaciuriug a kind of 
sacks manufactured from jute, [ 
•iney are now experimenting 'with hi 

lie free anti unfettered ingress of 
consetinenoe of liigh import duties p 


-\ou think there is a great deal of illicit consumption at present 
,’e will be still more if you attempted prohibition? 

‘Ym. 




me 



Q. — You F»ay there has not hecn an appreciable recluet-ion in the sjiiinfjer 
of i icon SOS issued F 

A. — There has been some vodiietion. 

Q.— 10,000? 

A. — Xo: compared with the niimher of licenses issaed, ilie re<!uction is 
a little less. Owing to high prices, many are not going to the shops. 

(J. — You would leave the tjiiesiion of the distribuiioii of shops eoiirely 
in the hands of local boards and nninicipaliiies? 

A',-~-Yes, ■■ ■ ■ ' ■ ■ 

Q. — A good inany^ of them have already declared in favour of entire 
priihibilion. so tlial if you kun e tlie distribidion io tlicjn I hoy will ilose 
tiiem a].i.' : * . 

A. — If power is given to Lliojn, liioy will nut chh'NO ihoin having regard 
to llioir interests. Prohihition as preached from the platform is ditferont to 
prohibition in practice. 

Dr. ramnjitijii. Q. — ;if a local body recommends prohibition, it inn&t 
be able to make up for the loss of revenue. 

A. —Certainly. 

The President. Q. — You believe that local bodies would abandon the 
prohibition policy altogether if their revenues were involved? 

.A. — Yes... 

Q. — You }>ropose to make salt a complete monopoly? 

A. — Yes. 

Q.— You would adopt large-scale production r 

A, — Yes. 

Q. — ^Under ^^uew taxes proposed” you suggest a tax on mai'riagos, it 
will he a sort of registratioji fee? 

A. — No; I am for as few taxes as possible. 

Dr. llyder. Q — Are rice and wheat taxed in India? 

A. — There is an export duty. 

Q. — ^You quote the Duke of Argyle as saying that “salt appears to be 
the only one which at present can occupy the place which is held in our 
financial system by the gi*eat articles of consumption from ’which a large 
imrt of the imperial revenue is derived.” Y"ou go on to say that “ salt is 
usually cooked in India 'with articles of food, every one of which is charged, 
and that heavily.” 

A. — I am there referring to the j)rocluce from land. If you agree 
land revenue is a tax, then everything i:>roduced from land is taxed. 

The President. Q. — Under “local taxation”, you say that the imposition 
of a profession tax and a hoiise tax is double taxation. 

A. — 1 refer to land within municipal area, which pays a iyx to the 
municipality and also laud revenue. 

Q. — They are botli of them very low, aren’t they? 

A. — That depends ni)on the view’ taken. 

Q. — Do 3 ’ou recommend a business tax? 

A.— Yes. 

Q. — You say that the assessing oHicer should be eniirely independent- 
of the muuicipal committee? 

A.— Yes. 


m 



33rd May 1925, 

OOTACAMtriTD. 

Present t 

rEBj I.C.S., Presideiit, 

OTAB, G.c.i.E.j K,c.s,T,; Maliarajadhiraja 


Mr, J. P, HAIS, I.C.S., Collector of Madura, and Mr. B . G, 
HOLDSWOBTH, I.C S., Special Settlement Officer, Kistna district, 

■were examined. 


Written memorandum of Mr. Hall 

eenemZ r«ft!at'7i.— Throughout the whole of these a 
the word ‘tax’ is taken to mean ‘a comi 
made to Government tinder stated conditions when the c( 
Qiiut pro Quo ior a specific service rendered’, 

Q, 10. — The point raised 
be answered differently 
ordinary assessment 
as a ^tax' 
assessment 
view that 
items wliicli 


IS very controversial, and the citiestion cab 
according to the view taken as to whether the 
, ordinai’y ryotwari land is to be classed primarily 

: or as a rent’. Assuming for the sake of argument that ordimiry 
IS to be classed as a tax — though personally I incline to the 
it should be classed as a rent — it would appear that certain 
. are ineliided in the ‘land revenue demand’ of the Madras 
1 residency clearly do not lall within the definition of a ‘tax’. The most 
Hiiportant of these is the ‘water-rate’ levied for the use of water su]>plied 
tvom a Government source of irrigation to dry land. This is decidedly a 
ciiarge^ tor winch a qu-kl pro quo in the shape of water is given. Atore- 
o\er, it IS not a compulsory contribution, for the owner of the dry land 
need not take tlie water unless he desires to do so and he can cultivate 
his land without the aid of the water. The actual revenue realised from 
the supply ot Government water to dry land must be very considerable, 
j.lie actual figure is not available to me for reference. The ordinary land 
revenue demand undoubtedly also includes otlier items vrhicli clearly do not 
fall within the definition of a ‘tax’, e.g. — 

(1) Sale-proceeds of lands sold. 

(2) Revenue from process-service fees. 

(d) Penal water-rate. 

(4) Penalties for irregular occupation of land. 

(5) Costs in suits. 

(6) Sale of trees. 

(7) Cost of demarcation stones. 

(8) Demarcation fees, etc. 

The amount of revenue realised from such items is considerable. Again, 
the actual figure is not available to me for reference. 

Q. 11. — There are a few minor items of the nature of ‘tree-tax’ and 
‘sale-proceeds of trees’ and ‘the iisufrncts of trees’ which are credited to 
the demand under ‘Forests’. There are a few similar items which arcs 
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credited to the demand under ‘Public "Works Beparinient’, There are also 
minor items such as ‘lines on stray cattle’ and ‘fees in connection with the 
impounding of cattle’ which are credited to the demand under ‘Police’. 

Q. 12. — No. In connection with every item of forest revenue the idea 
of equivalent beneht is very prominent. 

Q. 15.— The charge for water supplied for irrigation is not always 
adequate and is sometimes grossly inadequate if by ‘adequate’ is meant 
that the charge levied for the water bears a reasonable x^roportion to the 
benefit derived from the water. Further, it is not always adequate if by 
‘adequate’ is meant that the chai'ge levied for the w'ater bears a reasonable 
proportion to^ the cost of suj>plying the water. It is notorious that wet 
lands and irrigated dry lands are in many cases owned by non-cultivating 
proprietors who sub-let them for rents which are often many times tlie 
charge made for water. There seems to be little doubt but that some at 
least of the large works classed as unproductive w-orks by Government would 
be converted into productive works by increasing the charge for water 
without imposing upon the land irrigated by the water a charge which tne 
land could not bear with the greatest of ease. It is also notorious tliat in 
many cases ryots would willingly pay several times the water-rate nor- 
mally charged by Government if they could secure a regular supply of 
water to lands which are now classed as dry. (The Periyar system of 
irrigation in the Madura district will afford illustrations in support of this 
view). Possibly in the case of the older and smaller works of irrigation 
mainly consisting of tanks and small river cliannels the charge made for 
water — whether it formed part of the wet assessment of wet lands or was a 
separate charge for the irrigation of dry lands — was originally adequate. 
But the tendency is for it to become less adequate witli each resettlement. 
It is difficult to see on what principle tlie charge for water supplied for 
irrigation is now levied — more particularly in the case of large new works 
of irrigation. The charge for water supplied from these 'works folloxvs the 
charge for water supplied from old and smaller works in the same district 
and is no measure of the extra benefft derived by the land from the supply 
of water to it and has hitherto been no measure of the cost of sux^plying 
w’ater to lauds previously unirrigated. 

Concerning the five plans suggested for levying a charge for water, 
I would make the following remarks: 

I do not understand the i)rinciple underlying the plan for charging 
only the bare cost of supplying water. To charge by volume is, I under- 
stand, an exceedingly difficult matter, and in the Madras Presidency is ahno.st 
certainly impracticable. To sell water by auction to the highest bidder 
would create an objectionable class of middlemen, each of -whom would pos- 
sess a monopoly for the sale of water from a xjarticular source and would 
be able to sell the water at monopoly prices. The system would, moreover, 
result in gambling on the monsoon with many attendant evils. The second 
and third plans deserve more consideration. There seems to be no parti- 
cular reason why the same proportion of the combined output of land 
and water as would otherwise have been taken of the output of the land 
should be the basis of the charge for water, unless it be that this was 
presumably the principle underlying the charge for water made in tlie old 
lyotwari assessments in the Madras Presidency. Possibly, tlie result of 
adopting this system in connection with new works of irrigation would in 
some cases be to charge for the water a price wliieh is inadequate with 
refei’ence to the cost of supplying the water. On the whole, the charging 
of a fair commercial profit seems to be the soundest plan for the col lection 
of charges for water. A question will of course at once arise as to what is 
a fair commercial profit. This is a matter which must mainly depend upon 
the value of the commodity siix>p]iecl to the user, though" it must also 
depend to some extent upoii the cost of sui^plying. ‘Fair commercial profit’ 
must not be confounded with ‘monoxioiy x^rofit’ in this connection. Tt is 
• contrary to sound policy for the State to charge ‘monopoly’ rates for the 
supply of any commodity of which it has the monopoly. *The charge for 
water need not, and in my opinion ought not, necessarily to be the same 
throughout the whole area commanded by a single irrigation system. I 
would illustrate my point by an example. The value of Periyar water to 
the holder of irrigable dry land in the Cumbum valley in the Madura district 
is very much greater than the value of the same water to the cultivator of 
irrigable dry land at the tail end of the Periyar delta in the same district. 

? Q. 16. — I am not quite sure that I understand what is meant by 
this question. In the case of agricultural land, the land presumably in- 
creases in value only because of the increase in the value of the crops 
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wiiioii it can produce. On this assumption, the obvious way to secute a 
share for the State in tlie increased value of the laud caused by the supply 
of water IS to charp a suitable sum for the supply of the water by the 
agency of which the value of the land has been increased. It seems 
reasonable that Government should take a share of this increased value 
of the land, as the increase is the result of the action of Government in 
supplying the water. 

T section 30 (ii) and (iii) of the Madras Estates 

Jjanct Act, tbe landholder can secure an enhancement of rent owing to 
the constinetiou of a wjork of irrigation by himself or to the construction 
^ irrigation by Government if he has been made to iiay a portion 
of the cost of the construction of the Government work. -t 

f answer to this question would depend iiiioii the nature 

of the tax which is to be abolished, e.g. : 

I do not consider that it would be proper to replace the tax on salt 
by only an increase in the rates of income-tax. If it were necessary to 
increase the rates of income-tax, such increase should be graduated so as 
to fail more heavily on the larger incomes. 

Q. 34. — The present scheme of graduation works well enough. I do 
not know what the continental practice is, A. scheme of graduation on 
the English system is unsuitable to conditions existing in India. 

Q. 35.— No. 

Q. 36.— No. 

Q. 38. — I see no reason why the income of an absentee landlord, or 
the income of a monej^'-leuder who has become a landowner through the 
foreclosure of a mortgage, should be exempted from income-tax. I consider 
that the actual earnings of a farmer should oiot be liable to income-tax. The 
land revenue partakes more of the nature of a h-ent’ than of the nature 
of a ‘tax’, and the burden of it is on the shoulders of the fanner. This 
must necessarily be so. 

Q. 40. — I have yet to learn that the Indian limit of Es. 2,000 as the 
income exempt from income-tax represents the actual cost of subsistence. 
I had always understood that the exemption of small incomes in India from 
income-tax was solely a question of whether the cost and inconvenience 
involved in collecting the tax was worth the money realised. On this 
understanding the second part of the question does not arise. 

Q. 41. — ^Within limits income-tax is undoubtedly a tax on ‘honesty’ hi 
India. To some extent this reproach is being removed by the two causes 
indicated, and in the Madras Presidency the reproach has proliably been 
considerably removed, 

Q. 42. — A standard form for trading accounts would be convenient^ hut 
i see no jirospect of such accounts being properly kejit by the ordinary 
income-tax assessee for many years to come. 

Q. 43. — Such publicity methods are unsuitable, to Indian conditions, 

Q. 51.— Yes, 

.... Q. 52.— Yes. ■ ■ ■ ■ . ■ 

Q. 53. — The rate of tax at present imposed in India is low — unneo* 3 S- 
sarily low. 

Q. 58. — I see no particular merit in the proposed change. 

Q. 61. — I do nob anticipate the introduction of a policy of total prohibi- 
tion now or in the near future either generally or in .particular areas. The 
administrative difficulties involved i]i the adoption of such a policy are in- 
sujierable in India. 

Q. 63. — I accept the first and second statements. I do not accept the 
third statement because of the existence in it of the word ‘only’. I accept 
the fourth statement. I accept the fifth statement. I do not understand 
the sixth statement. 

Q. 64. — The policy followed in the Madras Presidency at the present 
moment is the policy of which I approve. 

Q. 72 —Yes. 

Q. 73. — ^Yes. The system to which I am referring is the disposal of 
annual licenses by auction. 
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Q. 74. — I do not accept the accuracy of the assertion in m far as 
arrack and toddy in the Madras Presidency are concerned. I have no 
reason to think that the prices now being oi)tained at the anuuai auction 
sales for licenses for the retail vend of arrack and toddy include anything 
in the nature of a inonopoiy value. Possibly, the question of inonopoiy 
value has to bo considered in connection with the prices realised at tne 
annual sales of licenses for the retail vend of intoxicating drugs. If so, 
it is only right that as much as possible of this monopoly value should go 
to the credit of the vState in the shai>e of the increased license foes realised 
at the auction sales. 

Q, 96. — By ‘tax’ 1 understand ‘a compulsory contribution .made to 
Government under stated conditions when the contribution is .not a quid 
pro qm for a specilic service rendered’. 

By ‘rent’ I understand ‘the price paid for the hire of land’. 

Land revenue under the Madras ryotwari system is a ‘rent’. Iji 
theory it is presumably half the 'economic’ rent. In i>ractice, it bears no 
fixed proportion to economic rent. It varies from a small fraction of suck 
economic rent to a figure which approximates very closely to the whole econo- 
mic rent. This approximation is of course reached only in the case of the 
very worst class of dry lands which have not yet been brought under cultiva- 
tion, and whicli possibly nevei* will be brought under cultivation. These 
lands possiblj" never would be brought iiiulor cultivation even if no land 
revenue at all were to be collected from them. 

It seems to me that to regard ‘land revenue’ as a ‘tax’ presupposes 
private ownership. 'I’he Madras ryotwari system precludes any 

idea of the private ownership of land. It is to be noted that 

section 1 of the Madras Revenue Recovery Act, though it describes 
the ryotwari pattadars as landholders, describes them not as owners of 
land ]>ut as holders of land. The State is regarded as the ultimate owner 
and from the State’s tenants who hold the 2 )attas for ryotwari lands is 
collected rent in the shape of land revenue. The facts that the lease is a 

permanent lease, that the rent levied in tlie shape of land revenue is liable 

only to restricted enhancements or reductions, and that tlie paitadar lias 
full rights to transfer his holding without the permission of the State, 
do not alter the nature of the relationship between the pattadar ami 
Government. The fact that in the Madras Revenue Recovery Act tne 
State’s tenant is described as a landholder possibly obscures the real nature 
of the relationship between the State and its tenants, but cannot alter the 
nature of that relationship. So long as the stands in a particular 

man’s name, he is regarded as the State’s tenant for all the lands included 
in the paifu — even if he has parted with them — and it is to him tliat tiie 
State looks for the payment of its rent, i.e., the land revenue for all the 
land included in the patta. 

Land revenue in the .Madras ryotwari system is not eveii a compul- 
sory contribution made to Government. It is open to any pattadar to 
relinquish his land and thereby escape liability for Llio land revenue. Of 
course, a pattadar owning valuable land paying to Govermueiii in the sha}Ki 
of land revenue only a fraction of the economic rent of such land would not 
Iv^ so foolish as to surrender his holding mej-ely to (‘scape the payment of 
land revenue. The fact that the vast majority of lyotwari lauds are 
of this description obscures the voluntary nature of tin,? payment of land 
revenue; but that the contribution in the sliape of land revenue is not 
compUiHory becomes obvious when we deal with the worst class of lands 
in which land revenue approximates to economic rent. A piece of land is 
sometimes taken on patta^ cultivated for two or three years and then 
relinquished to Government owing to the fact that tire pattadar has dis- 
coveied that the profits to be realised from the land are so small that it is 
not worth his while to cultivate the land and to pay land revenue to 
Government. Accordingly, he relinquishes the land. 

The position is difierent with reference to lands included within the 
definition of an ‘estate’ contained in the Madras Estates Land Act. A 
landholder under this Act is described as the owner of an. estate. The 
amount which he has to pay to Government in respect of the land which he 
owns is a fixed sum, which makes no pretence to ])e based upcm economic 
or any other kind of rent. In a sense it is a ‘rent’ : but it is possible 
just as reasonably to regard it as a ‘tax’. The point, however, is of 







academic interest only. These landholders themselves collect) reno from 
their tenants. Were the State now to step in and levy for itself a percent- 
age of this rent, tlie levy would obviously be a ‘tax’. The whole land has 
already been given over to a private owner who hands over the land to his 
tenants as a quid pi'p for the rent which they pay to him. The State 
has therefore no quid pro quo to give for such a levy. Under the ryot- 
wan system, on the other hand, the land itself is actually given by the 
State as the quid pro quo for the land. 


I ain not in a i^osition to speak about the systems in force in other 
parts of India. 


Q. 97. — No. In the Madras Presidency the so-called land tax, being a 
rent which is practically invariably much less than the economic rent, 
cannot materially affect the prosperity of the cultivator. The chief causes 
which infi lienee the prosperity of the actual cultivator ai'e the season, the 
distribution and ciuantity^ of the rainfall, the existence or absence of agri- 
cultural pests, and his own industry and knowledge of agriculture. In 
addition to the land revenue, the actual cultivator very frequently pays a 
rent either in cash or kind for his holding to the person who holds the 
actual pafta for the land from Government. The rent charged by these 
middlemen is frecjiiently far in excess of the land revenue collected by 
Government. The existence of vsuch rents levied by middlemen is sufficient 
to shoiv that land revenue in itself does not, and cannot, affect the pros- 
l>ority of the actual cultivator. Even in tlie case of the poorer class of lands 
•which do not admit of the levy of rent by middlemen, land revenue does 
not, and cannot, affect the prosperity of tlif^ actual cultivator. ^ Did it so 
affect his prosperity, this class of lands would go out of cultivation. 


Q- 98. — The criticisms would appear to have been made by a person who 
is entirely ignorant of the actual facts of the Madras land revenue sj-stem. 
Whether lie lias actual practical knowledge of the land revenue systems of 
other provinces I do iio't know. 


I believe that I am correct in quoting xVdaiii Smith’s own statement of 
ais first canon as follows: 

^^Taxes should he equal, or proportional to the revenue w^iich each man 
oiijoys under the jirotection oi the State, i.e., to his ability to pay j foi* the 
expense of Government to the individuals of a great nation is like to the 
expense of management to the joint tenants of a, great estate udio are all 
obliged to contribute in proportion to their respective interests in the 
estate”. 


It seems to me that the Madras ryot"vvari system fulfils the require- 
ments of this canon as closely as it is possible for any system to fulfil them. 


The second of Adam Smith’s canons runs, I believe, as foilow's : — 

**The tax which each individual is bound to pay ought to be certain 
and not arbitrary. The time of payment, the manner of paying, the amount 
to be paid ought all to be plain and clear to the contributor and every 
other person’’. 


Again, the Madras ryotwari system fulfils closely the requirements 
)f Adam Smith’s canon. The time of payment is fixed. The^ manner of 


paying is fixed. The amount to be paid is fixed— at any rate for 30 years 
and the fact that it is liable to revision on definite kiioivn principles after 
io Years is well known, ‘Certain’ is not the ':ame thing as ‘unalterable’. 


,30 Years is well known, ‘Certain’ is not the ':ame thing as ‘unaiterahleb 
Time, manner and amount are all plain and clear to the contributor and 
to every other person. Even in respect of such miscellaneous items of land 
revenue as water-rate, fasUjastl etc., tlie Afadras ryot is not faced 
by any element of uncertainty. The rates at which he is going to he 
charged are perfectly well known to him and the amount of land to which 
he is going to procure the application of these rates is a matter ivithin 
his own discretion. 


The third of Adam Smith’s canons, I believe, runs as follows: — 
“Every tax ought to be levied at the time and in the manner in 
which it is inost likely to he convenient for the contributor to pay it”. 




which it is most likely to be convenient tor tiie contributor to pay it''. 

This canon is strictly observed by the Aladras ryotwari system. 
Farticuiar care is token to see that the time at which land revenue has 


to 1)6 paid is that most cronvenient to the actual cultivator. I do not know 
the supposed facts upon -svhich the charge of tyranny and extortion are 
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based. Seeing that it is open to any pattadar io remit his land r'eveiiue 
by money order and that the^ amount to be paid and the time of payment 
are perfectly well known, it is difficult to see how there can l.)e wholesale 
extortion. So too with tyranny. 

In respect of the fourth of Adam Smith’s canons, i.c., the ‘economy’ 
canon, the Madras lyotwari system perhaps lays itself open to criti- 
cism; but the criticism is ill-founded. It ignores actual facts. The charges 
of the district administration including the cost of village estahlishinents 
amount to about 26 per cent of the collections of land revenue and cess; 
but the sainc district staff j»erform multifarious duties in addition to the 
collection of land revenue. Amongst other tliijigs they collect excise revenue. 
In 1923-24 the incidence per head of i)opulation for the Aladras Presidency 
of land revenue and excise was respectively Rs. 1-10-2 and Rs. 1-3-9. It 
will thus be seen that owing to the factor of the collection of excise 
revenue alone, the apparent cost of collecting land revenue falls from about 
26 per cent to something more in the neighbourhood of 16 or 17 per cent. 
Allowances have still to be made for the perfoi-mance of niirnej-ous other 
duties by the establishment the cost of which is eomnionly (l^y ill-informed 
critics) described as the cost of collecting land revenue. 

Q. 99. — The inequality is not serious owing to the fact that the increase 
in assessment at resettlements represents only a fraction of the percentage 
increase in prices which took place during the currency of the j)revious 
settlements. Inequality of this kind is unavoidable in practice. 

Q. 100. — I have j’et to learn that tlie income of Rs. 2,000 a year is con- 
sidered to be the ‘subsistence level’ in India. The exemption of incomes below 
Rs. 2,000 a year from income-tax was given for reasons of jiractical adminis- 
tration and not with any idea that this figure of Rs. 2,000 represented 
the ‘subsistence level’. This being so, the second part of the question does 
not ai'ise. In any case, an agriculturist’s income is not taxed. What is 
levied from agriculturists is a rent on their land. 

Q. — 101. — I know of no way to check fraetionisation of lioldiiigs. A 
tax on mutations would certainly not check fraetionisation, though it might 
prevent the registration of tlie fractions. From this point of view, the 
imposition of such a tax is to be deprecated. 

Q. 102. — If this question suggests that waste land likely to he aJfected 
by a new irrigation scheme should not he allowed to he assigned by Govern- 
ment, my answer is in the affirmative. Once the waste land has actually 
become affected by the irrigation scheme^, I see no reason why it should 
not be assigned. Government can secure*" its share in the increased value 
of the land by making a proper charge for the water and by selling the 
occupancy right in the land by auction. 

Q. 103. — If by ‘uniform plan’ is meant ‘uniform rates’, then the adop- 
tion of such a uniform i)lan is impracticable owing to the different condi- 
tions existing in different municipalities. If by ‘uniform plan’ is meant 
a ‘uniform method of calculating the rates’, then such uniform plan is at 
present followed in the Madras Presidency. I certainly would not advocate 
the abandonment of this field of taxation to local autTiorities. The calcula- 
tion of ground rents is a highly technical and difficult subject which is 
entirely unsuitable for final handling by amateur liancls. 

Q. 104.~The ordinary method of conij^aring the inciden(*e of taxation is 
to divide the yield of the various taxes hy tlio i.otal population of the pro- 
vince under examination. The result of coarse is eulireiy meaningless; for 
no particular tax — other than taxes such as the salt fax is — is paid by 
every member of the population of the province. To answer this question 
of incidence properly, it is necessary to ktiow what is meant hy ‘iruldencc’. 
If by ‘incidence’ is meant the average amount which each person paving 
land revenue actually pays, then none of the five methods indicated ' will 
produce the required result. If by ‘incidence’ is meant the average pres- 
sure of the land revenue upon the land itself, then the second 'method 
indicated will give the most satisfactory result. 

Q. 106.— Yes. 

t l08. — Of octroi I have no personal experience. It is difficult to F:ee 
at tax or taxes either house and land tax or land cess could be 
adequately replaced. 

;Q. consider that there is every justification for the general 

maintenance of tolls in the Madras Presidency. I admit that they are 
objectionable;; but as the I'esult of investigations preliminary to an 'actual 
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attempt to ^ almlisli fciieiu ni the Madura district, I have come decidedly to 
the conclusion that they cannot at present be replaced by any other form 
ot tax and that they realise a tax which is properly placed upon the 
iiseis of the toads for whose benefit the roads are maintained, I am notf 
prepared to lay down any minimum limit of distance between one toil gate 
and another uiider the circumstances at present existing in the Madras 
Presidency.^ Were all toll gates under one central control, it might be 
possible to introduce a minimum limit of distance; but in view of the facts 
that municipalities control their own toil gates, and District Boards control 
their own toll gates, and that it is practically impossible for them to arrive 
at any mutual agreement for the division of the proceeds of toll gates on 
the boiiiidaries or the jurisdictions of these bodies, these bodies must be left 
the right to institute toll gates where they consider that it is just for them 
to €10 so. 

Q- 112 ---The owner of any commodity subject to rent is able to shift 
the bulk ot the burden of any tax levied upon the commodity on to his 
tenant, provided that the rent which he is extracting from his tenant is 
less by the amount of tax than the economic rent of the commodity. In 
niy opinion, house and land tax and land cess should he levied primarily 
from the owner of property. 

Q. 114, — In Madura Municipality houses whose annual rental value is 
Ks. 18 or less are exempted from house tax, provided that the owner does 
not pay either income-tax or 'profession tax. 

In Dindigul IMunicipality properties whose annual rental value does 
not exceed Rs. 12 have been exempted from property tax. 

In Periyakulam and Kodaikanal Municipalities no exemptions from pro- 
perty tax have been given. 

Q. 115. — In the IMadras Presidency within municipal limits ground rent 
is leviable on sites assigned under the town site rules, which apply to all 
municipalities and to unions which have a population of not less than 
5,000 inhabitants residing in houses more or less contiguous, and which 
have a distinctly urban character. Ground rent is not levied on old house- 
sites which have been long under private occupation. Nor is it levied 
on paita lands assessed to ordinary ryotwari assessments, even though 
such lands may have been built upon. Where ground rent is levied it is 
calculated at 4 per cent of the freehold value of the land. In practice a 
scale of standard rates if followed and if the ground rent calculated is 
intermediate between two of the standard rates, the lower rate is adopted, 
and the difference between the ground rent actually calculated and the rate 
adopted is realised by recapitalising this difference^ at the rate of 4 por 
cent and collecting it as a purchase price for the land. 

Such is the present policy concerning the levy of ground rent in the 
Madras Presidency. I gather, howxwer, that the Committee’s question 
relates rather to the taxation of the undeveloped value of land already owned 
by private persons — whether absolutely owned as in the case of the old house- 
sites already referred to above, or whether occupied on patia as in the case 
of the other class of lands already referred to as exempt from ground 
rent. Theoretically, of course, the undeveloped value of such lands is a fit 
subject for taxation, but in view of the fact that the attempt feo tax such 
undeveloped value in England was a complete failure, I view with no 
enthusiasm the attempt to levy such a tax in the much more difficult condi- 
tions of India. 

Q. 118. — Generally speaking, no.. 

Q. 163. — Generally speaking, yes. 

Q. 164.— No. 

Q. 165. — The answer to this question would, depend upon the nature of 
the control exercised by the State in each particular case. 

Q. 167.— Yes. 

Q. 168. — ^The existing land revenue staff is not excessive for its present 
duties. 

Q. 171.— Yes. 







... ^7^.— My experience is confined to the rich districts of Tanjore and 

Kistna. It IS a general - criticism of our existing rates of assessment that 
the richer^ lands are not as heavily burdened as the poorer. In as far as 
T?; is it vitiates observations founded on a eonsi deration 

Qt incidence in fertile deltas. 

tf the land tax seriously affected the prosperity of the cultivating 
owner, we should expect to find the inamdar much better off and the valuf 
of mam lands, much higher than that of aya% lands. This, however, Is 
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Q. 96.*~-Tlie differentia of a tax as opposed to a rent are— - 


(1) that it is a compulsory contribution to Government, 

(2) that it involves Government in no specific q_iihl pro nuo^ and 

(3) that the rate of contribution is not fixed by competition or 
bargaining, but is fixed on such general considerations ‘as seem good to 
the governing body. 


A rent on the other hand is- — 

(1) A contractual payment to the owner or legal disposer of a given 

property. ^ 

(2) It iiivotves a specific return in the form of rights to enjoyment in 

the property. .j- 

. (^) The rates are fixed on the basis of the actual value of enjoyment 

m the property to the renter as influenced by what are known in economics 
as the lactors of supply and demand. 


The land tax of the Madras Presidency judged by these standards is in 
theory a rent, but in practice a tax. Inasmuch as it represents the com- 
muted vahie of the Government’s share in ihe produce and involves the 
theory ot the ultimate ownership of the soil by Government, it is a rent 
paid to Government in return for the right of enjoying certain land. In 
practice, however, the sense of private property in land is growing at the 
expense ot the theory of Governnieut ownership. It is doubtful whether 
the modern p'ot looks npon himself as the tenant of Government. He 
would probably regard the sale ol land lor arrears of land revenue, not as 
^ j oudug to breach of contract but as a distraint on a 

(let au iter s property, and the reversion uf relin(|uished land to Gov'ex'nment 
as on a par with the principle governing the disposal of treasure trove 
and analogous to escheat. 


question is open to imuli discussion, but it must be admitted 
that the right of a pattadar under Government is much wider than that 
ot the pure tenant. The ryote tenant of the Estates Land Act is not a 
real tenant but a special kind of pattadar. To find the real tenant in 
India we must go to the lessee. He pays as rent either a fixed amount 
or a proportion of the crop. The Government assessment represents a 
proportion ot the crop but it seems to differ from rent as we find it in that 
the rates are not fixed by contract or bargaining. Further they are not 
based the value of the actual crop grown hut on the estimated outturn 
of each field in terms of some staple food grain. Considerations of coirn- 
petitive value which affect sale prices and lease rates are not considered 
Ihe scrutiny of such figures in a Madras settlement or resettlement is 
made to check the accuracy of the estimates already made on the basis of 
general outturns or a general rise in prices, In those parts of India where 
assessments are based on actual rentals the assessment approximates more 
to a rent than in Madras. The practice in recent resettlements of raising 
the assessment by a percentage much less than the percentage rise in the 
money value of the staple food grains has (obscured the underlying tlieoiy 
that the land tax represents a share of the produce, and the mceiit order 
l.mi-ting enhancements to 18| per cent seems to abandon it altogether 
and to involve the recognition of assessment as a tax that must he imposed 
subject to the general considerations tlmt govern nil taxation. 

In any ease, the Madras land tax is not a competitive rent. Settle- 
ment figures show that on an average it is about one-seventh of the lottino: 
value of the land. ^ 
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iiot aijpai-eiit. II the assessment were a serious factor we shoulrl e\'i)cct a 
it land values snooeeding a resettlement. I do not know whether this 

, .,ll. ir 1 ''"1° carefully studied, but in Tanjore the 

wl+b \bt f f ^'esettlemeut rates was compared 

T’ i lands for Uvo years after the Government order sanction- 
ing the enhanced rates had been published. No marked fall wa.s obvious. 

Prosperity deiiends largely on the adjustment of income to expeudi- 
ture. It is_ not merely a matter of size of income. Such adjustment 
depends in its turn on iimfonmty of income and expenditure, year bv vear 
Ibis IS tlie cu tivator’s difficulty. His income depends to a greater or 
less degree_ on the seasons. Wliere, as in the deltas, vicissitudes of season 
iue ininmused, ho can count on a fairly regular outturn varying vilhiii 
narrow limits. His cultivation expenses are on the whole uniform, the ' 
oiil.v uuctnatmg item being the possible heavy replacement of cattle if 
disease breaks out. His assessment is for long periods constant. Ho can, 
as a rule, count on .n regular surplus. If prices are steady, he can 
reckon on a constant money equivalent. His familv expenses depend 
on the nninber of its members, This is an item ' that is likelv to 
JiaWe to heavy expenditure on marriages which 
sciiously _ aflect his financial position. .<Vs a rule, he puts his surnln.s, 

It any, into land, upally horiwmg the balance of the. purchase monev. 
LF-v surpluses for winch he has no immediate use, he finds a ready 

+F TpI VV x”’"? neighbouring ryot wlio has a marriage 

to colobitito or ix now field to biiy. My experience in ‘iNett]omcn+ n^nvlr 

suggests that the indebtedness of the ryot is iisuallv due to one of tliree 
causes — " ^ ui ujitc 

(1) An attenixjt to maintain too many people on too small an area, 

(2) Extravagance in celebrating marriages. 

(3) An unduly optimistic extension of his property on borrowed money. 

The last two causes axe instances of a failure to adjust income to 
expendjture and have nothing to do with the size of the income The first 
cause IS often the result of continued partition of the family property’ A 
man in these eiicumstances can always take land on lease, and there is 
many a man who rescues himself and his family from such poverty hy hi’s 
industry on the lands ot others. . 

In my enquiries I have very rarely heard the Imrden of the roveimo 
advanced as a cause of economic difficulty. On the otJier hand, ibe rvots 
01 tail-end villages have admitted that, given a regular water-supply, they 
did not care about the pitch of the assessment. * 

Lease values represent pure proht to the owner. Assessment is about 
one-sixth to one-seventh of those. The return reaped by tlie actual culti- 
vating owner is greater than this, and I have round that on the basis of 
estimates voluntarily furnished by the ryots the assessnfent is about one- 
nmth to one-tenth of his outturn as commuted at the lowest selling price 
As a rule, the assessment forms about one-eighth of his total yearly 
expenditure. ^ 

The above remarks lelate to the cultivating owner. Tlie question 
refers to the cultivator. The landless cultivator is not affected "by assess- 
ment. It influences neither the rate for casual or regular labour nor " the 
terms of leases. 

Q. 98.— (1) In theory, the Madras assessment is on the land and does not 
take into consideration the crop grown or the circumstances of the culti- 
vator. To that extent it ignores the ‘ability of the subject to pay^ whether 
higher or lower rates. In practice, however, resettlement rates are fixed 
only after a careful survey of the economic condition of the district affected 
and of its material progress during the preceding settlement period. The 
results of this examination are reflected in the iiroportion of the theoreti- 
cally justifiable enlianoemenf of existing rates wdiieh is actually imiiosed 
AVhile the ‘ability to pay’ of the individual ryot is not examined +be 
ability to pay of the ryot population in general is thoroughly considered. 

(2) To the extent that assessments are liable to revision every 30 
years there is the element of uncertainty about the land tax in ilaclras 
There are, however, very few taxes that are fixed in perpetuity. Ineonie- 
tax rates are revised whenever it is considered necessary. There is much 
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raoi‘e nncertaiaiiy about utixer taxes tbaii about the laud tax whicli is tin- 
alterable for at least a generatloiu llevisioiis of other taxes arc made on 
no other criterion than the necessity of the State. The land tax is revised 
in practice solely on a simple and invaria])le basis — the rise in the value of 
food grains, Eeclassification or a revision of the fundamental basis of 
the assessment of individual fields is rarely done; and then only where a 
continuance of the existing classification would involve^ in^ mateinal in- 
equality in the assessment. It is not used as a device for increasing the 
total revenue. It frequently has the opposite oiFeet. 

Reasonable enhancements are imposed. Except in the most excep- 
tional eases and in small and special areas, recent enhancements have never 
exceeded one-third, and more recently one-fourth was the iisiial rate. For 
the future a maximum of 18:1 per cent has ])een fixed. Tnvariabl 3 % the rise 
in the value of food grains has been double and usually more than double 
the enhancement imixosed. It is sometimes said that in Madras we have a 
})erTiianent settleinexxt in terms of grain. Actually we have a progressively 
diminishing revenue in terms of purcliasiiig money. 

(3) It is not obvious how any system could be less open to tyranny 

and extoi'tion than the r.votwari system as known in IMadras. Each 
ryot has his patta on which is recorded the fields in respect of which lie 
has to pay assessment together with the area and charge on each field. 
Tills is invariable during the currency of the settlement. Wliere, however, 
the ryot cultivates waste or land or wet crops on a dry field 

of two crops on a shigle-ci'op field, lie is liable to an extra charge which 
is calculated on fixed and known rules for the ai'eas on which it is actuallj^ 
incurred. It is, however, always open to the i*yot to apply for patta 
for the waste he cultivates, to get his field transferred from "dry to wet 
and pay a consolidated and unvarying rate, and to compound for his two 
wet crops. In other words, he can substitute for the fiuctuating items a 
fixed item in his patta, 

A inodoxai resettlement involves m itself very few subordinates and they 
are mostly in offices. There is no horde of grasping classifiers loosed on the 
district. "■ ■ , ■■ ■ ■ 

In Madras the hist season follows the harvest. This must be so if 
Government are to be reasonably sure of realising the revenue. The con- 
venience of the times and instalments fixed for each district are always 
examined at a resettlement. 

(4) It is fallacious to compare the percentage costs of collection of 
various taxes without taking into account the total amount realised thereby. 
The State requires a cei'tain sum to meet its obligations. It is no doubt 
feasible to obtain a certain pai't of that sum^ by imposing taxes easy and 
cheap to collect but taxation, like other things, is subject to marginal 
returns. It would be unfair, for example, to comi>are the cost of collecting 
income-tax on incomes above Rs. 2,000 with the cost of collecting land 
revenue which is made up of many niinnte contributions. If the taxable 
basis were lowered the percentage costs of collecting income-tax would 
rapidly increase. 

It is well known that the revenue staff performs many functions 
besides the collection of land revenue. Ajxart, however, from this, much of 
the expenses of collections could be saved if some means could bo devised 
of substituting for the fiuctuating items of revenue a consolidated or 
compounded charge. This questiion is under investigation. I xvould further 
submit that the maintenance of the registry of nxittadars is an expensive 
item which is not properly debitable to costs of collection. As long as the 
assessment is secured on the land, it seems unnecessary for Government to 
take expensive measux’es to keep the registry of paitadars up to date 
simply for the sake of its revenue. The onus might be thrown on the 
ryot. The main difficulty in this work at present is the inclifferenee of 
the ryot to registry. Government’s idea has hitherto been to maintain 
in the interest of "the ryot as accurate a registry as possible in return 
for the revenue. The cost of maintaining registry is therefore not an 
expense of collection but a x>iiblic service. 

Q. 99. — The Board of Revenue has replied to this question. Another 
factor that has tended to keep rates at^a similax^ level has been the pro- 
gressively decreasing proportion of the rise in prices that has been added 



to the revenue asyessjuejit, and the natural tendeJicy of Bettlcnient Ohieens 
to 1)6 guided by the rates approved by Government in the districts resettled 
immediately before their own. 

Q. 100.~~Rs. 2,000 is well above the subsistence level in Madras, 
it represents Its. 100 a month, a rate of pay that only two subordinate 
members oi a settlement xiarty can tiraw. It rei>resents the net income from 
about 00 acres of good wet land, iriiere are many ryots who save and 
buy more land on less than half this holding, it would be extremely diili- 
cult for a. taxing officer to estimate a ryot’s income and allow for the 
necessary cultivation expenses. Ryots often own land in, several vLHages, 
and the Goveniiiient accoimts are villagevvar only. It ^vould be necessary 
to examine the accounts of several villages and question the karnams to 
collect the total holding of a ryot. ft would be essential to decide in 
each individual case the legitimate cultivation expenses to l>e allowed. To 
estimate a general scale for cultivation expenses has been found extremely 
difficult iu^ settlement, and the attempt is no longer made. There would 
bo no Gvidynce for the actual outturn of any particular year or for the 
price realised beyond the ryot’s own admissions. He rarely keeps 
accounts. Any attemjffi to decide on the total income must therefore 
degenerate into the application of some such general principles and rules 
as we adopt in settlement. It would he api)lied to individuals instead of 
to a district; it would recur every year instead of once in 30 years. It 
would proba])ly mean individual appeals, and the expense and trouble 
w’ould doubtless be out of all proiDortion to the revenue secured. If com- 
plete exemption below Rs. 2,000 w'ere granted, there would certainly ])e a 
good deal of real or nominal fractionisation of holdings, but it wmuld affect 
only the larger holders as an income of Rs. 2,000 requires about 30 acres 
of paddy land or 130 acres of ordinary wet land. If there were a partial 
rebate of assessment on incomes below Rs. 2,000, the effect would be less 
as the dangers of real or fictitious fractionisation would he held to outweigh 
the hist saved, for in general the ryot does not consider it a serious item 
in his economy. 

Q. 101. — An indiscriminate tax on mutations \vould neutralise the 
process of the consolidation of holdings which is going on side by side with 
their fractionisation. The ryot with a little money to spare always casts 
his eye on the field next door and one constantly ffnds that many sales of 
land are really exchanges bet^veen ryots to consolidate their respective 
holdings. It is doubtful wffiether a tax on mutatioim w^oukl check the 
fractionisation which is an integral xjart of Hindu social customs and in- 
heritance. It might tend to drive it underground. It would also impede 
the only system of dej>osit that the ryots commonly practise. Instead 
of paying his savings into a bank he secures tliem in land until such 
time as a marriage or some einergency comes along when a sale realises 
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Messrs* Hall and Holds wortla. gave oral evidence as follows ; — 

The President, Q. — Where are you Collector? 

ilir. Rail A.-~At Aladura. 

Q. — Have you done Siettlemcut work in any district? 

A. — I hare not done any settlement at all. 

Q, — You have come to advise us on land revenue princi]}le;s? 

A, — On ordinary administration. As regards the sottiement side of 
land revenue, 1 have no practical experience. [ pointed that ont and 
suggested that a Settlcjneiit Officer should come witli me. The settlefnerit 
part of the work does not come very much into the actual district adminis- 
tration,.' ■ 

Q. — Can you apply your dehirition of a tax to items 2, 3, 4 and 5 
referred to in your statement (Q. 10) and tell ns whether these items <*aino 
under the cate<^ry of tax or non-tax revenue? 

A.—Item 2, revenue from process-service fees: it is inoj-ely a fee to 
cover the cost of esiahlishmont required for the t-ollcciion of land revenue. 

Q. — If the collection more tlian I'overs the cosl, in thai an item of com- 
j>n!.sory contribution ? . 

A. — It is merely bad budgeting. 

Q, — The other condition is that the contribution is not a quid jjro qmK 

A.— If there is a surplus from process-service fees, it is mure in the 
nature of a penalty. 

Q. — ^What is a i)enalty? 

A. — It is a punishment. 

Q. — ^Let us look at it from the purely economic point of view. Is it a 
compulsory contribution under stated conditions wlien tlie contribution is 
not a quid pro quo? 

A. — You might just as well say that a fine in a magistrate’s court is 
■a , 'tax. " 

Sir Percij Tlionvpson, Q. — Sums which Government has to disburse in 
obtainaiig payment of debt cannot very well be regarded as a tax. 

A. — It is no more a tax than a fine in a magistrate’s court is a tax. 

Br. Bi/der. Q, — How will you class penalties? Are they for services 
rendered? 

A,— The penalty for irregular occupation of land is a punishment. We 
want to turn the occupant out, and therefore -we levy a penalty. 

Q.— I quite agree that the maif has no business to be on the land 
which does not belong to him, but when Government exacis a. monetary 
contribution from him, the man has to pay just as we pay income-tax. 
What is the quid pro quo that ho gets? 

A. — Is a fine in a magistrate’s court to be regarded as a tax? 
Q.~Yes. 

A.—If so, my answer is that this penalty too is a tax. 


Br. Pamnipije, Q. — is not a compulsory contribution, 
have avoided it. 


He could 


A.—My definition is ‘a compulsory contribution’, not ^all compulsory 
contributions’. 

Sir Percy Thompson, Q. — tax is a compulsory contribution made to 
Government under stated conditions when the contribution is not a 
quid pro^ quo; that is perfectly true; on the other hand, a compulsory 
contribution made to Government under stated conditions when the con- 
tribution is not a quid pro quo is not necessarily a tax. 

j ; A.— That is my whole point. 

Br^ Byder, Q. — ^Wbat is land reveime, a rent or a tax? 

A.-“It is undoubtedly rent. 
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Q.— Wliat is it in the case of penuaiieiitly-settlal areas? 

<.vnf>v;'^JL pi'epnrecl to give a definite opinion about that. Ifv 

P®™^«'»“*ly-sett]ecl areas is limited to the zainiudaris in 

aWv t mt irk'?n'^ ?i '-e'^son- 

ably tnat it is iiioi-e in the nature of a tax. 

Sk Pertuj Ihompson, I tlioiight it was the other way round. 

llie Maluimjadhivaja Bahadur of Bunhmn. Q. — What the rvot navs to 
(.Tovernment in a ryotwari or temjiorarily settled area is unclouhtedlv 

nmftiv setttel ^ '’>«* yo« say that in a peniu^ 

Government is nmre of the 

A. — I think it might be argued so. 

1 -f ; Thompson. Q ■— I put it to you this way: in a ryotwari area 

it ib in 010 in. the nature ot a rent: in a zaniindari area, where it is 
iixed, it is more in the nature of a h'eut charge’ which does not vaiw with 
reterena- to the annual value of the land. You know the system of >euing 
in Scot] ami, wliere you let land on permanent tenure. The reason voxi 
(‘all It a rent charge js that it does not tend to approach a rack-rent, hut it 
IS a hxed encumhrance on tlio land. 

A.—l (lidn it was my own view. For all xiractieal purposes, it is 

immaterial whether xve regard it as a tax or a rent. 

„ permanently-settled area, a man may have let a piece of land 

for Rs. 200: the fixed land revenue for it is Rs. 30. Can he argue that he 
pays a tax of 15 jier cent on his income by way of land revenue? 

A. — Personally, I would not accept this arguineiit. 

Q. But if you treat it as a tax with all the implications of a tax, he 
would be in a position to say that. 

A.—Yes. My point really was that we treat a ryotwari tenant as our 
tenant, we revise his rent and we give him remission. As regards the 
permanently-assessed zamindar, he pays his land revenue and we liave lio 
further concern with him. 

Q. — ^You cannot turn your tenant out? 

A. — You can’t except under certain specified cireunistancos. If lie 
does not pay iiis rent, you can turn him out. In the case of the poorest 
classes of land, it frequently happens that lie is turned out. T have dealt 
with the matter in detail in my answer to Q. 96. 

Dr. Jlycler. Q. — ^Wliat is the Periyar system of irrigation in the I^Iadura 
district? 

A. — The -water is drawn from an artificial lake which has lieen created 
by putting a dam across a river flowing to the West Coast. T.ho lake is 
actually in the territory of the Travancore State, but we have a lease for 
(1 think) 999 years. We have made a tunnel through the hill on the 
Madura side and have let the water down through this tunnel into a river 
which, naturally drains towards Aladura. We take the water down the 

bed of this i*iver for many miles to a regulator dam which has been built 

across the river at the head works of the Periyar main canal. We have 

drawn olf into the canal all the water which we put into the river from 

the lake. From that canal we irrigate about 130,000 acres of wet land. 
Immediately after it leaves the tunnel, the water flows through a natural 
upland valley which gets the wash from the hills around lit and is good 
land. This particular valley was not included in the ayacut proposed for 
this irrigation system, and most of it is not irrigated by it, though practi- 
cally the whole" valley could, probably be commanded by the system if 
sufficient water could" be spared to irrigate this area. The system, -was 
originally intended as a famine protection work to jprotect an entirely 
difterent part of the Madura district. As a matter of fact, now a con- 
siderable amount of irrigation from the Periyar system, takes place in the 
valley and can lie allowed, as protection from famine has been given to 
what is known as the delta of the system when the protection was required 
and where over a lakh of acres is irrigated by the system. 
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The President. Q, — Would you also explain the relation between the 
Periyar works and zamindari lands? 

A. — There are few zamiuclari Jaiuls in the valk.'y. 2^iost of them are 
lower down the system — below the point where the eanai takes oil* from iIk? 
regulator. 

Q, — ^^VVould you explain it from the point ol' view of ihe j.-harge made oii 
zaiiiiiulari lauds? 

A. — ik'io^v the regulaiurj wc let waUn* <jul from the eanai by numer- 
ous side channels. Part of the irrigation from the cliariiiels is direct, 
hut they also feed the old tank system of this jjart of the Madura district. 
The tanks, of course, now get a regular nine months’ supi^ly, instead 
of being dependent on rainfall. Many of these are inam tanks and some 
are zamiii tanks. If a tank fitted in as jiart of the system, it 'was supplied 
with water. Every suitable tank was brought into the system. The engi- 
neers did not mind whether it was a Govenmieiit tank, or a zamindari tank 
or an inani tank. If water could fje taken to it easily and water wtxs 
available, water was put into it, Tlie result is tliat that part of Madura, 
instead of being a famine tract, is now one of the richest parts of the whole 
Presidency. 

Q. — But as regards the charge on the zamiuclari land? 

A. — A special reduced charge is made in the t-ase of the zaniimlari 
and inam w^et lands. 

Q. — They pay a water rate? 

A.— Yes; they pay Rs. 4 instead of tiie usual charge of Its. 5. Tliey 
had tanks which* already got a certain supi)ly. In the case of two parti- 
cular channels at present no charge is levied at all on the pre-Feriyar 
mamul wet land: but there seems to be very little doubt that those particular 
wet lands were not benefited by the intiwliiction of the Periyar water. 
They are in the upland valley, 

Hr, Ryder. Q. — Are the rates for water adequate in your Presidency? 

X , — 'Phat is a question which I cannot answer off-hand. They are ade- 
quate in. some cases and totally inadequate in others. 

— That is in the famine districts, and in the case of protective works? 

A.— -For instance, in the upland valley of the Periyar system, they 

are totally inadequate. 

Q.— In the Kistna and Godavari districts? 

^ clo not know anything about that area. 

Do you accept the principle that the State should aim in fixing the 
water-rates at some compromise between these two things : that you slioiiltl 
never charge less on productive schemes than what it costs you to stipply 
the water ; and you should never go beyond the value of the water to the people 
who take the water? Would that be a good working principle? 

A.-— -It is more or less the working principle. 

Q, — jjq-Qw coming to the five plans suggested, you say '‘To charge by 
volume is an exceedingly difficult matter and in the Madras Presidency 
is almost certainly impracticable”? 

A. — Of course, it is jiurely a technical matter. But I think it is dilii- 
cult. Ill Nellore district I understand that investigations were made and 
the idea was given up as impracticable. 

The President. Q,— It is not so much an engineering question; you could 
do it if you have the villagers co-operating. 

— Xf you could get the villages to combine to look after the channel, 
then it might work. 

Q.— Would your Madura villages combine? 

— Certainly not. We tried in Madura the local control of channels 
fakin'^ off from the river and supplying more than a single village, and 
; the rSult was so disastrous that we had to resume control a. couple of years 
’^'ago. 

, Hr. Ryder. Q.— Would you have the rates uniform for homogeneous 
econoiiiic areas? 

A. — Naturally they would be. 


m 


S““SS?/otiSaw"® *" ‘" °“ “">*■ “'■M j'ou h«™ 

mend T^h; Pi'epared to recom- 

mcmi a late oi Hb. 25 pei acre in one imrticnlar T)art of it But I om 

cei'tainly not prepared to recommend Bs. 25 at the tail-end of the delta 
1 do not think more than Rs. 5 would be a fair charge in some portions" 

The Preside}} f. Q. — Then yonr areas are not homogeneous? 

A.-— I do not tliink the wiiole of the Kistna and Godavari deltas can he 
e assed as homogeneous. In Ahulura, wo have tlie Cumlimn valiev ; wrLvo 
the double-crop area and the sniglo-io'op area. Throughout the* sing!e-cr<n> 
ami, certamjy It would l>e one single rate. You could g<t a liomogenou. s 
area ior winch one raU^- would apply. 

1)/. Ilyder. Q. Would you treat irrigation schemes us one indivisible 
whole as regards the charge ? 

A. Each system should be taken on its own merits and charged accortl- 
ing to the circumstances, e.g., the nature of the land, what benefit the 
water is going to liring to it and so on. 

4.1 practical conseciuences tliat would follow would be that 

there vnll be diffei-ent rates in the Madras Presideuev foi* different areas 
Ihiis, there would be some areas in which tlie State ‘will really lose. The 
economic conditions practically are such that the people cannot afford to 
pay the bare return on the construction of the project. 

A. — I have not come across tliat kind of case. 

The President. Q. — There are cases where water is put on the land 
and they do not use it. 

A. — ^Tliere may be; but I have not come across them. 

. I>r. Ilyder. Q.— The Government is bound to construct protective works* 
it IS. the duty of the Government. ' 

A. — ^If they are constructed purely and simply as famine protective 
works, the whole question of taxation disappears altogether. I rule out 
of consideration those works which are purely famine works as you are 
bound to lose on such works i.n the beginning, but ultimately von may 
gain. ;■ ■ ■, ' 

The President. Q. — regard to Q. 16 you mentioned just now a 
certain area in wliich you would levy a rate of Rs. 25; but it is rathci* 
difficult to get the cultivators to assent to a really big water-rate. 

A. — I have not found that. Some years ago there was a question in the 
Palghat taluk in Malabar of putting up dams and making small irrigation 
works and of giving tlie ryot an assured supply of water to raise bis 
crops. The cost of construction of these works was such that we did not 
expect that at the approved water-rates which were then curi-ent they 
would yield a return. But these ryots, to my own knowledge, wore 
willing to pay twice that approved water-rate and were actually paying 
such an increased rate to the owners of private irrigation works. 

Q. — ^But even that twice would be a gi*eat deal less than the increased 
return from their land. 

A.~Yes. 

Q. — So that in addition bo their getting^ a considerable profit from the 
land, you also get a considerable amount of increased capital value? 

A.— Yes. 

Q. — ^What is suggested is that in places where you are not prepared 
to impose the full rate neces,sary to make your scheme pay, you may get 
them to con, sent to pay a normal rate plus either a himi) sum at once or 
a lietterment tax for a term of years. 

A.— I doubt it. I do not think the ordinary man will be willing to pay 
that. ■■ • ■■■ 

Q.— In the Godavari and Kistna they are charging an inclusion fee 
which is a payment practically for guaranteed sup])ly. 

A. — That may be. I am speaking from my own experience. I know 
nothing about the Kistna and Godavari, 
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Q.— 35y Siiipplying tlie water the Gra^Gmiiient k giving a large iecre- 
iiient ill iiie capital value 

A.— Yes. 

Q. — And tlierefore, it is entitled to take part of itP 

A _yes. My own preference is to take it in tbe shape of water-rate. 

Sir rerrn nomp.mii. Q.-—Whetlier or not the Gorenrment gives a large 
capital value depends upon the water-rate. If the water-rate is a full 
one, so as to absorb the wdiole of the increased annual value, tliere won’t 
be any increment in capital value at all. 

^^Yes. So far as my ex:perience goes, the ryots are perfectly will- 
ing to pay a high water-rate. It is an exploded theory tliat they will not 
pay a high water-rate. 

Q.__-Witli regard to income-tax, why do you say tliat the sehenie of 
graduation on the l^uglish system is unsnitalile to rlie conditions existing 
in India? Is it more comx)licated ? 

A. — Yes. I think it is too complicated. 

Q — Surely, it is simpler j you have one rate in i>lace of a number of 
rates. 

A.— I was tliinking of the system of allowances for children and wives. 

Q.— But I tvas referring to a system of liaving a uniform rate and 
exempting the first slice of the income and then charging the rest of it at 
one rate. 

A— That is simple enough. I was thinking of the other thing. That 
wmiild be very difficult to deal with in India. 

Q_\Yith regard to Q. 38 you say that the actual earnings of the 
farmer should not he liable to income-tax? 

, : A. — ^Yes. ' . ■ . ■ 

Q._-_-Why do you differentiate between a farmer and a rent-receiver? 

A. — Tliere is the old idea of the pledge that the person who actually 
paid land revenue would not be liable to the income-tax. 

Q, — T)o you mean the pledge at the time of the permanent settlement? 

A.—I do not know the details. I only know that there is some such 
idea that the actual farmer’s income is not to be taxed. 

j tio not know there has been such an idea. I have never heard 
it argued. 

A. — The landholder certainly argues it. But I do not 'remeiidier the 
actual details of it. I do not know the origin, hut the idea is certainly 
current. It is this way perhaps. It has come to he regarded— -I do not say 
rightly regarded— that the person who actually pays the land revenue is not 
to he assessed to income-tax, because he iiays the land revenue. 

Q. — Granting it to be true, let us suppose that it prevails so far as 
the ssamindar m concerned. But the izamindar has a tenant who cultivates 
and pays a rent to him; what the tenant pays is not land revenue at all. 

A, — I should have said tlie fryotivari farmer’. 

Q. — Suppose you had a tax on agricultural inconies, what is your view 
as to the difficulty of collection? Would it be a big business? 

A, — ^Yes: it would increase the machinery enormously. 


Q.'"™In tlie ea>,e ol iradiuj:.*: iiieoirie, yon lm,ve to base yonr asseysinent oo 
auy ini'omiation ilia! yon nuty 

A. — Not nowadays. 

Q. — Lear ins oi‘ aenoiiiU tlie aniount ot income, to discover wliotlier 

the Jiian was inakins an assessable income, you have no clue to follow np. 
hnt with resard to the ryot, you have got tlm list of pattadars, 

A. — land i'lwonue diown in the pafia is no indication of the income, 
and the liame sliown in potto is no indication of the earner of the 
income. 

Q.— But still you liave not got to go from house- to house. You have only 
tu ask the Aor/ona for the iist of men who have poffo.s. 

A. — But the amount in the pot Ao is no guide at all. X pat fa may he 
for Hs. ‘in aiid the incoiiK' iimy he lls. 50 or its. 250. Also a man j)rol>ahlv 
has half a dozen paiins. 

Q. — You can know that a man with a certain jwtta is within, certain 
limits, 

A. ~--~'rii ink ot' tlie wf)]*k of coiriparing the palfaddra of one village with 
the iHiitadai's r)f otlier viilag<‘s. A man may have lands in different villages. 
.!n the case of a trach'r. this does not arise. He ha^ got a definite mimher 
of branches. 

Q. — You ltav(‘ fi (ertain amount of clue in the case of an agrifuiliurist. 

A. — Yon ina>’ have a certain amount of clue; Init if >’ou are to do the 
work seieiitiiically, you cannot ]>roeeed on the basis of tlie pufta. 

Q. — ] am assuming lliat you are going to do it no more scientifically 
than you do with the trader, 

A. — The special staff wliich we liave now knows most of the tj'ading 
conditions, and tliev liave not to look very far. 

Q. — were told yesterday that one of the largest companies in tlio 
Presidency escaped taxation last year. 

A. — It is perfectly true tliere may he an isolated case. But I have not 
seen one in the last ten years. 

Q. — You might adopt ilie English system of assessing him with rcl'oi 
enco to his rent or land revenue: you give him the ■option of paying on an 
assumed income whieh is a fnnclion of his rent or cl showing Ids accounts, 

A,““-You tax him according to the land revenue? 

Q. — Jn England yon assume tliat his income is equal to the rent. 

A. — flow can you got iiis incotm* i'roni the poA/o? 

Q. — Land revenue hears a different p3.*oportioii the income in nearly 
every, case-? 

’ A.— Yes. * 

Q. — Although it is {tremiined to be a definite fraction of the income? 

A. — The fraction in practice varies from ]‘rdfa to j^aiia or from field 
to field: 

Dr. Faranjpye. Q. — Suppose you go to a village and ask the village 
headman to examine the list of paihalars. Ask him to Hnd out. from 
fliose names those wlio are likely to be chargeable to ini*ome-l‘ax. Would ho 
not be able to pick theiu out? 

A. — He would, as regards that village. 

Q. — 'Then from that, yon can find the people who are chargeable to in- 
come-tax. 

A.-”Bat the holdings ai'c scattered through perhaps twenty or thirty 
villages. 

Q. — ^Eadi village headman knowts that, 

A. — Xo ; he can only tell you whether a person is a substantial man 
fn a general sort of way. 

Q.— After you get a list of substantial men. who wdll probably he 5 per 
cent of the total number, all that the income-tax department has to do is to 
send thorn a printed form asking them to give a return of their true income. 




Ov you ifliglit ask tljt'in nhat land iweuue they pay aud you cnii out an 
assumed mconie on that.. In this T^-ay, it u-(,u!d htf fairly easy to ^^4k fi 
•yoiild nou take a long time to find the mimes of tlioso lik(>ly' assesscos. ' ^ 

A,— By doing so. yon may ohtain a fairlv good list of a certain .iiimho,. 
ot people who aro liable to pay income-tax. But iborc would be a larifo 
number of people who are iable to pay. but who do not appear in yoti 1? 

imo “that list.” ^ 

Q. But would not the village headman know that? 

-t. i'vo. The man is possinly a vakil or u rc.sideiit of another village 
Q— The more fact that he is a vakil shows that he is a substantial main ' 
A.—The I.rmirnii does not alway.s know that. Sometimes he does and 
someumes he does not. A\e have a comsiderable amount of diffieiiltv“iii 
reahsnig onr land I'eveniie from absentee mftadar,, e.spociaIly where their 
lold.ngs aie .scattered.^ Of course, it is qu te ea.sy to produce a list of a 
wheHu!v”rt“t”’ fSr. cultural men who would be liable to income-tax: but 

fl, o 1 1 ^^ * ^ pcopie liable to the ta.x. I do not know 

t]iou,*^h .[ am almost r-ertain that it vrould -not. ^ Knoi\ 

Q.— Suppose you Lave got this list and von 
send out the tax forms; what is going to lie the attitude of tPe /-oi+u-nf^ 

agriculturist with roganl to thisinrm? ’ Does L rca^kll^hi:"^^^ 

Does he not ennsumo fiuite a good deal of his produce? coin,, 

up thelm-ra.''’"'*'''”^"'^ assessee would have the greatest difficulty in filling 

Q.— Quite aiiart from the people who have got incomes of R.s. 2 OOO ejid 
aliovo from laud, tlipre wdl bo people— and we are told thov are a 
large number lu fudm-wbo hold small interests in land. Tf ^ian hat 
otherwise an imsimo of Rs. 2,000, that wii! have to he inehicl^d We 
were told ye.sterday that it won d he ea,=^v if tliere was n cent-f 
tietween Ihe income-tax office and tlie (Vile, fort offilV 

mattir^ "f «PlH-oacliiiig the 

„r Q;—FY^. regard to .salt, is the ordinary villager aware 

of the fact that the duty is levied oii the weight? The sale 'is bv t he 

and therefore, the more moasure.s there are, the mote the profiMhe ^ 

A, — He is not aware of the fact. 

Q.' So that if a light salt is siihstituted for a Iiearv .salt lie <T^ets so 
nnich less, and pays more, ' 

A.— It doesn’t worry him, the salt tax is negligible in villages. 

tile capitalized value of land revenue to that of 

making use of the capital value, are we to assume that tenani’a 
improvements are going to be taxed in future? tenants 

Q. — Do you tax that at present? 

A.— We say that tenant’s improvemeni* aro not to be t.axed • if von 
adopt a system of capital value our teiiant’,s improvoment.s will bo included 

Q.— A^ou settle your land at a certain rate per iMram, wdietber tbev 
are tenants’ improvements or not. and yon have one r.ate for all? ” ^ 

A. — In that case, capital value may he different. 

A. — ^You would have to base that on the record nf +• 

which includes the value of tenants' iniprovenieirL Shm ^ let 
, difficulty in assessing ground rent. i cne same 

I Q. — ^But that difficulty arises in coimectiou with vnuD ^ i 

dateV^® Wiake.your allowances in settlement at present usfng tl?e same 

Ai*~-^fiut -then, 4he record of transactions might noi- exist, 





Q. — ^Yon l3a\'e a great saJe transactions , 

A. — Even tlien, the iinimin-ovcd value is diiforent, 

heaps ot\ transactions ill regard to ordiiiai;v wot j 

A.™— In verj many wet lands there are tenants* inipruvenients, 

Q,““Yon won* t . discount old irnpi^ovements? 

, . . A.*— I tliiiik we do. ' 

Q.— If a piece' of high land was le\x‘i!ed down to make it irriga) 

Hr. HoUsworth, ' A.— We wonHv call that an ■'improvement ; we 
charge extra for a well. 

Dr. Eyder.^ Q. —As , regards the proposal 'to take 1 per' cent o 
cent of the capital value of land, don’t you tliink this proposal Ji, 
advantages.^ \:ou won id have yonr land mapped out in tiie ciisirict 
I residency and you would have a uniform rate for tlie entire Lvni 
land oi the Presidency You cannot say that in I'espcat of the uicsc 
revenue, ihe tiroposai would have the merit ef 


D'K Paunijpye. Q. -Could you not discount for the improvemeiils in 
tins inanner^ bay, lor instance, a man spends Its. 500 on liis land. You 
may deduct ir(n»i tlit»^ coual capital value Ils. 500 for the improvement in the 
hrst year, Ks. 490 in the second year and so on, until the value of tlio 
improvement is complecely wiped out in fifty years. 

difficulties must occur in working cut such a ST&tein. It 
would bo impossible to have any siitisfacLory basis" 

Q.— All improvements which a tenant can claim at the moment when 
you start this system can he supposed to have lieeii included. 

A.-— The jiracticai difficulties involved arc rci-y im-ge. Xo two persons 
agree as to the value of any improvement. 

Q.— Yet, these things are taken uccotnit of in scttlemculwF 

A.— Settlement is a very rough thing. 

Q. — And the rates are unequal P 

Hr. Eokhworth. A.™ I am not sure that in practice they are so un- 
equal. I was regarding it as liet ween districts. In unsettled districts 
themselves, you certainly get very unequal rates, but that is due to the 
fact that Government haven’t the powers to take actually luiif the net pro- 
duce of the land as land revenue, and the more valuable' the classes of land 
for which you take a reduced proportion, the greater the d.ivergence from 
economic rent. If Government had lieen cojisistent and had stuck to half 
tho net value, the iiicquaiit^” would not occur. 

Dr. Syder. Q . — ^In view of the fact that Government does not stick to 
one uniform principle, don’t you think that, all things considered, it would 
conduce to uniformity, at any rate intelligibility, if Government took only 
1 per cent or 2-1- per cent of the capital value-— leave alone the difficulties of 
measuring the capital value P 

A.— I do not think that the fact that Government agree to a restricted 
proportion of the increase, or the fact that in the past they have not taken 
half the net assets, would justify a change. To put forward a new sys- 
tem of taxation entirely as a better system on its own merits is a different 
matter. Personally I am rather doubtful about the capital value, more 
particularly with reference to the district of Malabar which 1 know very 
well. • One of our greatest difficulties there was, in land accjiiisition cases, 
to arrive at the capital value of kiiuL It was almost impossible to getr 
any court to accept oiir valuations. 

Q.— Are there no transfers of rights or interests in lajid in Malabar? 

A.— There are any number of them. 



Q’ do tlioy §ot «ii tile eupiiul viiluc ol" .such r.^Iitsl' 

A.—They include tenaiiW impfovonionts. Thcje arc pna-ticaliv no 
transactions oi land lu a noii-iiuprovcd couditioii. 

Q. — Is that capital value? 

A.— Yes, as the tenant uiuler.siaiuls il, of liu- .'i, ii„l nl' Ihc lar.d. 

Q.— The riuestion is as to Iiow you value the ienmtls’ iinproveinculs. 

j,,,i *l*t'orcticaliy. it does not seem verv difficult 

hui practically it i,s exceeding. v difficult. Had it not l,een difficnii i„ d,; 
that. I do have had the present agitation idiouL Alahihar 

These difnenloios in the yahuitioii ol land a.s distinguisiu'd tiom 

;;Y c-"i''s‘v s land and iiiiproveinents, liavc heeii broncht narti- 

cularlyjo my notice ,n Afalabur. I spent nine .vears in (he diffiriet is 
is unproved, it i.s very difficult to .separate lire '.-alue of 
value ot the property. ' 

-Don’t you think that the iiuprmemont could ba 


tenancy, 

the pro])erty eoinprisin 
ei " ' 

most of the land 
hnul from the 

Br, Faranjpye, Q.~ 
wiped ont in Mty years? 

, a", ai-hitrar.r- method of doing it. T don’t knorv if voiir 

tenant nill accept it._ I quite see the principle: in fact there ^ no doubt 
that we have to use it our-selves in valuing land. 

5’°" improvements could ho wiped out in 100 vears and 

some others lu 50? ^ , vuxo anu 

aiTi.t'l^^tl,o''vah^ onlud^” pnnciple., in attempting to 

Sir Percy Thompson, Q.— Yon doidt take jjariicxilar exception to tolls? 

A. — I olxject to them very strongly. 

of jw^^t^^ication for the general maiiiteuance 

A. Becau.'iO tJiore is no other means lor collecting a (*harge foj’ the 
use of roads, f am speaking Iroin my own iiirostigalions with reference 
to a projiGsal to abolish lolls, wliicb Iiad my strongest supiiort. 

Q.— Would it not bo possible to charge a license duty- on inotuv cars? 

would still exist. It is oh the 
existence of the toll bar that oveiytliing else depends, you wonid still 
nave to use it. .«. j . v/ ouiii 

1.1 di'ivers of motor cars some sort of mark showing 

tiiat tiiey have taken a license. . 

A.— I very promiiieutly disiilay my own e.xemption pass, but still 1 have 
to pull my car up at every toll gate. r r > J. t 

Q.— If this system were generally in force, ,vou would not have to. 

A.— ■’With the present elas.s of persons who control Ihe toll gates, you 
certainly would have to. It comes to this: that the rural distrkds of tic 
Madrirs Presidency are not sufficiently advaucoil lor the introduction of 
the .s.^stem. Jo get rid ol the luusaiieo I'or umtori.sts wonlrl be. ensv 



Q. — Bo you liappeii to kuow Tiiticoriii? 

A.— No. 

"I’ wnt on Goveriiment lands was 

.„etiled lu a \a,riety oi \\ayb. In L.)12 groujid rent wa;-i ranging from 4 annas 
ip to well over .Ks. J,00 an acre. Since 1908, the "groniKl 24“ 
been approximately ecjuivalent to a 2 -ack-rent on the land aiid this was sold 
by auction. In 3912., wlicn the resettlement came along, the rates were 
eiimnccd, not up to their real value, but up to rates varying from Rs. 2‘i 
£0 .hs. .h,. At that tune it was decided to do nothing with I'egard to lands 
vttueh were not then subject to ground rent, but to leave them free C'Vin vmi 
tell me what the justification for that decision was? ^ ^«un ncc. ran joii 

A.— No. 

^ Q.— Don’t you iJiink very large revenue could be got from such laud 
which IS simply running to waste? . i 

A.— ™1 do Certainly there exists a case for interference. You iiuiv Imve 
two spots side liy side, one of vliieh was assigned twenty years ago and the 
oiuci last ,'seai. One may he paying no ground rent at all, while the other 
may bo paying at the rate ol Ks. 2o(). You cannot say what the ratc 3 per acre 

The President. Q.— How do you deal with the difficulty? Would vmi 
impose a tax on cafiital value? * 

A. — You mean the actual value to-day as house-site? 

Q. — Or even developed value, or even with the house. 

A.-~-No. ■ 

X you put a tax on capital value, would you 

not lie hitting those lands paying a lull rack-rent just as much as lands naviiu'** 
tour annas? ^ *=* 

A. — The capital value would approximate^ be the same. You would 
have to get rid of the existing state of things and substitute a new tax 
altogether which would equally apply to old as well as new assignments. 

f. 11 question of ordinary land being let on ground rent at its 

inli value. 

A. — It 28 a full economic rent in this case. 

Q . — ^Tlie man gets it subject to a rent of Rs. 200: he paid Rs. 3,000 
at auction and will say that it is wmrth Bs. 7,000. 

A. — In such a ease it is not likely that he would lie paying the full 
ground rent. As far as possible, we exact the full ground rent ]),v adopting 
a rate which ensures that tiie purchase price must be very small.' 

Q. — ^Take a case whore he pays the full price; Government cannot say 
that he paid too much or too little. But suppose there is another site in 
the neighbourhood wliich was let thirty years ago for 4 annas? 

A. — Those two sites should |^uy the same tax, 

(}. — Is that fair? 

A. — Certainly: from the point of view of taxation, it is fair to abolish 
the existing ground rent. 

Q. — ^You would let every body off that bargain? 

A. — Otherwise, you would tax the same piece of land twice on different 
.principles. 

Q. — Govermnent ten years ago let this land for Rs. 200 which was very 
nearly the full rent and I paid a few rupees at auction. There is a clause 
in my lease under which I shall liave that land at that rent subject to 
revision every 30 years. Ten years have expired, and the land has 
gone lip considerably in value. Wliy should I have iny lease cancelled 

.lief ore. the end' of 30 years? 

A.—I see that you are proposing that an entirely new tax shall be 
imposed in addition to ground rent or agricultural rent. 

Q. — How can you impose a tax with such manifest inequalities between 
4 annas and Rs. 200? I can’t see that there is anything in the w’ay of a 
pledge. 
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A.— The liraetiral difficulty is this; a piece of land was assigiiod tliii+v 
jeais ago and occupied as liouse-sile by A without any charge being leciod 
0)1 It. hire yeim later he sold it to B. Ten years later, he sold it to V 
who sold it to D, i and G. The last iiiaii paid for that land practically 
Iho saiuo auioimt ffi money that the new assignee ‘X’ would ,mv fo, h, 
to-daj. llonevor G still pay.s no ground i-ent where X— instead ‘of nav- 
iiig something like the price iiaid by ti— would pav an insianihcaiit ouV- 
‘“r? cWfei’ciice betiyeen this inslg'nilicuiit price and ^ the 
pi ICO paid by G would be eonyerted into the fixed i-eciiri'ing annual ch-ircQ 
w'lnch Governmoiit now calls “gromid rent”. ' maige 

Q- I admit that difficulty: do you see any other P 

A.— There may bo: .speaking off-hand, I don’t see any. 

r ./''® Q— Suppose you levy .an eiitireiv new tax coi'idiTt ron 
limit it to the exiting ground rent until the expiry of the existin'^ sottlo 

J auuas and Rs. ^)0 .?e idi-mtica! 
m \alue. \oii kvy a tax at so mncli per cent of tke capital value. ' 

A. That amounts to Es. 1-4-0 in the first ease and Rs. 201 in the otlier. 

^Aou wipo out both, but you would not impose tlie extra rupee 
in the case oi the gronnd rent man until the ex].)irv of the present lease 
when It IS liable to revision? V ^ 

, . is possible to do that: the real trouble aboui: ground rent is 

this: ^\e are treating that piece of land which is going to be newly 
assigned as our property which we are going to sell. ,lf we sell it out- 
iisht it will he a simple matter; liut instead of selling it outrii'lit we are 
going to convert the amount we expect to reali..e into a. regular anuoal 
charge of ground ^ It is a practice Vvtiich I pei'sonally have never been 

ahlo to understand, rims ground rent practice |u-oduces some extraordinary 
:,..inecj[U:iiities. ' 

(io Hr. EoMsicorth). Q.--You were Setfclemeiit Officer of 
the lanjore revasional settlement? 

A.— Yes, for some time. Now, 1 am doing the Kishm settlement. 

oi soil, cslt. \ou .sa.i thac- land reveuiie vanes irom a sumf] fraelion of the 
economic reiiu to figure which may approae.li the economic rent Tiict 
IS a very severe criticism upon the settlement. 

A. cannot help^ it, because we are coniined to certain food 

grains. ^\ell when we classify land, we clusshy according to its .-onsth 
tuents and, as far* as possible, we judge according to the matoriais at our 
disposal, ^^e judge it as well as we can. Various sorts of lands are 
arranged and grouped together, placing in the same class those with tiie 
same outturn of the standard food grain. V'e take the food grains that 
aie the chief produce in a village: in the delta it i:S paddy, in aplaiid 
villages usually cholani. We ascertain the proportion under the total 
acreage in each group Commutation jndees are worked out on the price 
of the selected gram hrom the commutation prices we work out a table of 
figures 01 the selected gram uud the asses.sment in the original setde- 
ineut IS supposed to be approximate to half the net produce. We have to 
take into consideration in calculating also the cultivation expeimcs which 
vary according to each soil. 

Having got the net profits in that way, half of that is approximately 
taken as land revenue. But if the man did not cultivate vhofani Imt cotion, 
a.s m (.oimbatore, which may be a staple crop, it is po.ssihlc in a disti-ict 
where tiie economic rent of land depends of course upon tlio crop that it 
actually produces in the general cour.se of eveiit.s. thal the laud aWs.smeut 
would probably be a A'ery small proportion of the cotton economic rent, 
but might approximate more to the economic rent in the case of choJam. 

Q. — So the theory breaks down? 

A.— In particular instances it is bound to break down, 

if pqiSr Thompson. Q.— May I ask one question on the assumption that 
it does not break down at all? Supposing no cotton is grown and only 
tholam and paddy are grown. Supposing having classified the land and 

"Tite'yoiir report, vou find in 
one village it necessitates a land revenue as.sessmeiit, 50 iier cent in excess 

exaetty 



A. — Goveriiinoiit kiiockcKl oil' iakliN oi' ru])e< 
crease. I am sx^ealdiig iiovr of tilings what liappeuef 
There has ijeen no original seitlenuant since then. 

Q.— Axsiiming that you have, got your 50 ])er eenfc increaso exactly 
ui |.)roportion of the economic rent, when the Governineiit said cut it clown 
‘ ' h hilt don’t cnt__dowii equally, if it was in proporiion 

vj be ceased so. ' ' 

y yeai's a^o the Settlement Officer cl id . classify ■ the 
Previously the thing had been done on a coinpli- 
It is veiy diificult.^ to explam. Then ho classified the land for 

excess came to soiiietliiiig 
laid it was too much and it tvas reduced .bv 


on I of the total in- 
anu' thirty years ago 


by so much percentage 

to the economic rent before it must have to 

A^. — Quite so. Tliii-ty 
land for the first 

eated system, I' _ 

the first time, thej fixed the rates and the total 
]ik(^ !20 laklis. Governme^it s 
5 lakhs, 'They left tlie disci- 

meiit Onicer thought^ ihat some parts were poriutns lieing treated too 
hai’shlyj and he rowniceii the classification of certain irrigation sources. 
Some of tlie sources which had ]>eeii put as first class lie ' thought miglif 
be ])ut down as second. 'Dealing with ii-rigatiou sources and dealing v/itli 
villages according to their relation to other villages and communications, 
etc., in this way, he carried out the orders. The 5 laldis of rimees W’-ere 
not knocked off arbitrarily. 

The Presidc'iif. Q. — ^^Vheu the thirty years expired? 

A. — There -was another resettlement, 

Q.— Idien it ivas found that a good many classifications were not sound? 

A. — No, Sir. The ^classification -was sound. But Mr. Jackson thought 
there ivero still some villages w'hich were on the liorder lino between .second 
aiid thii’d classes which ivere harshly dealt y-ith. He therefore revised it 
v/itli reference to tlie state of affairs in general. In some of those parts 
the villages vrere liable to he heavily flooded. He did not revise the 
elassi fi cat ion generally . 

Q. — His revision would have resulted in an increase of lioiv maiiv 
lakhs?. ■ ■ 

A. — 25 per cent wuis the increase on the first and ISf per cent on the 
lower tharams. 

Q. — ^\Yhat was the Government order? 

A. — -His revision was to increase the assessment by 25 lakhs. Govern-* 
mont maintained it until they introduced the principle that the increase 
should not exceed^ per cent wdiore it is based on prices. They 

made it i*ofcrosp<3ctive so that in Tanjorc people got the benefit, with the 
result tliat in the fisvl six iharn'nis it was from 25 to ]jor cent aiid 
in the lower f/o? tv.ua.s it remained the same. There v/as no real mathe- 
matical justillcntion for noi raising all the i'harnins ecjUally. It was simply 
a matter of feeling, tiuit the owners of poorei* laml were noi dohig; so w'clL 
As far as the figures go, there is no I’casou -why all the fhamnis .shouki 
not bear, exactly the same increase. 

Q.*— In other wmrds, it -was wrong only to increase by 18J per cent, and 
you ought to increase it by 25 pci cent? 

A. ---Yes. 

Q, — It "was sound as betw’een I he lands in two different localities? 


Q. — ]f you. say what w’os iiuTefiscd to ISil per cent ought to have been 
increased to 25 per cent, ’ivas it not tlie fact, when you reduced tlio things 
whifdi yon did not put at 25 per cent Imt at 18.^ -pto' cent, you estahli.sliod 
an inequality betwcc!! the two sets of land? 

A.— yes. 

Q. — In the net result have, you any idea as to the relation the land 
revenue would hear to llu* net a.^sets or the rciUal value? 

A.— As SI general average, before it was increased it was about one- 
sixth; trfter it was imu’cased to 18:| per cent it wall be sd>out one-fifth. 

Q. — In oilier districts that you know” of? 

A.— -In Kistmi it is slightly better. Land revenue, the existing land 
rev(omt.‘, represents as far as T ean gatlier in ordinary paddy land one- 
seventh of ilie lease valm^ that an ahseniee landlord can get for his land. 



Br. Paranjpye Q. — He can get seven times the land rerenne? 

Q. — Yes, I think the cultivator, the man who enllivates his own land, 
will he able to make ten times the land reve!uu>. It is certain that an 
increase of 18:^ per cent will he jnstified. 

Q. — You will be prepared to ra’se it by more than 18-;| per cent? 

A.~Yes. 

Q, — That will not bring it to the Tanjore level? 

A. — The rates are the same as in Tanjore. I should say that the 
burden of assessment is less in the Kistna and Godavari deltas than in 
Tanjore. 

Thr l^rcsidcnt. Q. — What is the use of I'esettling it. at all then? Why 
not simply increase by 18:]- per cent every^^']KM'er 

A. — ^^Phere is no reason at all really. 

Sir Fervij Thompson, Q. — ^Why should then Government spend such large 
sums of money on settlements? Why not increase hy 18f per cent straight 
avray?' : 

A. — There are otlier rea.soiis for it. When we do a settlement wo 
also overhaul the tvhole system of administration. An opportunity is taken 
to set riglit the revenue accounts. The settlement ])rocess ]U'0])er is quite 
clieap. 

Q.— Granting that, the settlement reports I have read are generally 
very complicated and contain a lot of technicalities. Why should you not 
make a paragraph run us follows: “Land revenue hei’e is one-seventh of the 
ecoiiomie rent; therefore in a resettlement which takes half the net assets 
the enhancement would be somewhere about 150 pe.r cent, but we are pre- 
cluded from enhancing it ])y more than 18| per cent, therefore we have in- 
creased the existing assessment by 18f| per cent^^? 

A. — The whole of the resettlement dejmnds upon how much the price of 
grain has gone up — the commutation price as we call it. 

Q.— You need not go to the district at all for that. You can End it 
from the gazettes. 

A. — The first thing is to show your figures for grain. Ymu have got 
120 per cent enhancement in commutation prices, 

Q. — Then it is misleading, 

A. — It may be misleading, but we have got to do that. 

The President, Q. — Suppo.sing you have had a clean slate; a very 
experienced Settlement Officer like Diwan Bahadur Y. K. Raman ujachari 
suggests that the .settlement .should ascertain the capital value of the laud. 
He suggests that the legislature should impose a. rate from time to time 
on the capital value of tlie land. Would it be as easy to arrive iit that 
as it i.s to carry out the present i)roce.ss? 

A, — ^^Y’th regard to the capital value of land or rental value of land, the 
neglect or industry of the owner makes a tremeiidous amount of differeiice. 
Only the other day I was talking to a larfunn in a village asking liow 
much land he had. Only three years ago, lie bought 4 acres for Rs." 1 ,50t) 
which is very cheap. It had been neglected by an iib.sentee Brahmin. Aitox- 
three year.s he .sold 1 acre and 25 cents for the wliole amount he paid for 
the three acve.s of land originally. 

Q.— Y^oii don’t make any allowance for those factors in the pre-sent 
settlement ? 

A.— Because we go on the con.stitu tents of the .soil, 

Q.-— Could yori not a.scertain the unimproved capital value fairly 
accurately? 

A.— Very roughly. Tlmre is a great difference in capital value according 
to what the land grows: e.g., sugar-cane. Personally 1. think capital value 
would be fairer if you get the ap]3roximate capital value. If w^e givo 
anything like a reasonable approximation to the capital value, wo 
could ^,not certainly get it accurately for every field. Nowadays 
there is, pne, point. In the old day.s, theoretically, to .some extent praeti- 
callly, land reveniie did represent half net as.sets, and one had to be careful, 
No'wadays' little !inec|.uaiities do pot matter. 
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Q, Diwan Bahadur V. Iv. Ranianujacliari suggests that in the case of 
Janjore I per cent on the capital value would practicalJv re}>resent twiP 
resettlement land j'eveinie. ' ' 

A.— 1 do not think so. Sometimes it would he only lialf the proseiit s 
rate, in Kisiiia 1 think it would represent about half pW cent. 

Sh' Pen' if ThompHoiU (J.™ Suppose you hx 1 per cent on the capital 
value of the land, that brings in, roughly speaking, the same amount of 
. land reveuuo as you are getting to-day. If;- you take the capitiil value. which' ■ 
IS, say, 100,^ you may t.ake its annual value roughly speaking at 6 per eent* 
it may be 5 or 6, hut take it roughly to he 6 per cent. Would that be 
correct?' 

worth Bs. 1,500 an acre; that is a rate prevalent in 
the Ivistna and Godavari deltas. 

Q. !Now you get your not assets as, roughly speaking, equal to the 
annual value. You say at ilte resettlement the annual value is going up 
enorjuousiy, but we will only take 18;i per cent. Does not the capital valua- 
tion arraug(Mueul give >^)n exactly the same dilliculty? it would mean 
that i I you take up a Hxed proportion of the capital value you would 
still be up against the difficulty of taking a 1.50 jier cent enhancement. 

A.—We should not score from that point of view liy taking the 
c<apitai value. ■ ' ■ 

M}\ A. — ryot would not prefer a tax on capital value. If 

you maintain the 18;! per cent limitation, a iwot would ceitainly prefer 
the present system. 

The Frcsklent, Q. — Do you propose to continue the inequalities between 
the districts in perpetuity? 

Mr. Hall. A. — It seems to me that this 18-4- per cent is going to 
destroy the whole system u]->on which the land revenue system is founded. 

Sir Percy Thoitiyson . — It is the same evil. They will not enhance 
tlie land revenue. 

The Preslde'iif. Q . — ] do not think the same objection would apply 
because at present nobody knows what proportion land revenue bears to the 
net assets. By capital valuation you get a system that works towaials 
equality? 

A. — I do noc iJiink it is a very defective system. T mean the present 

o'lie. 

Q. — Do you tliink that capita! valuation is practicable? That is 
really a point I slionid like to Imve cleared u]) hy a Settlement Officer 
and a Collector. 

A. — As a Settlement Officer speaking for the advaiK-ecl distriets 
of Kisfcna and Taiijore where registered sale deeds are common, it is 
practicable, but with regard to the backward districts like Bellary and 
Anantapur, T cannot say. 

Q. — Would it be more or less difficult than your present settlement? 

A.—i. should be inclined to say less difficult, ]>eca\ise it will be rather 
more accurate, in backward districts T cannot say that. 


Mr. Hall. A. — 1 think there will ]>e considerable difficulty in arriving 
at a true capital value of the land in a place like Malabar. Tlie la rids 
there are subject to encumbrances and sub-eiicumlu’ances. You never really 
know what is being transferred. 

Sir Percy Thompson. Q. — ^Wbat is the capital value which is represented 
by the sales to-day? It is the value of the land subject to the existing 
land revenue^ is it not? 

Yes. 



Q. — ^Which you are going to abolish and adopt a sy.stein of taxation of 
capital value? Is not that capital value immediately vitiated? 

A. — I do not think the land revenue has any effect on the capital 
value. In Tanjore, Government asked me to ascertain whether Govern- 
ment orders hxiim the resettlement at an enhancement of 25 per eent had 
had any effect ow the value of land, during the two years since the orders 
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were promulgated. We collected statistics for the period up to the time of the 
Government order, we ascertained the value of land from the Registrar’s 
offices, and then took the land value subsequent to the fixing of the rate 
by Government. There was a slight fall in the value of the land, but it 
was due to a slight fall in the i>rice of paddy. 

Q. — That is exactly the result which you would expect. They would 
know there is going to he a resettlement and that the land revenue will he 
enhanced by 25 per cent and tliey would discount it. 

A. — do not think they w'orry very much about it. 


.B>ai SaM*b 0-. Secretairy, Mads^as 

laandliolders’ Association, was exaBiiaed. 


Written meinorandiim of the Madras Landholders” Association, 

Q. 38. — Income-tax on agricultural incomes . — ^The Madras Landholders” 
Association is strongly of opinion that tlie exemption of incomes derived from 
agriculture from taxation under Act II of 1886 is deliberate, and its removal 
would virtually amount to taxing the same income twice over. The object 
of this Act was to attain a fair baiance of taxation between the agriculturists 
and non-agriculturists and to distribute the public burdens equitably be- 
tween them. It was taken for granted tlirougliont the discussion in connec- 
tion with the Act, that the agriculturists and landed proj)rietors were al- 
ready contributing their clue share to the public exchequer in the shape of 
land tax. 

Whatever may be the views of theorists on the question whether land 
revenue is a tax or rent, it is undeniable that in effect it is a tax on agri- 
cultural incomes. As Baden Powell puts it ‘Tt operates as a tax on agri- 
cultural incomes — a contribution to the State out of the profits of land cul- 
tivation, just as tlie income-tax is a contribution out of the proceeds of 
other industries and occupations”. (Land Eevenue in British India, 
page 49.) 

Land revenue under the ryotwari system is a graduated rate per acre 
of each kind of soil and liable to revision at stated intervals wnth reference 
to fluctuations in prices. As a provision tlius exists for taxing the profits 
of ryotwari i>roprietors at every resettlement, it cannot be said that 
Government has in any way sacrificed the public revenue by exempting the 
agricultural incomes of such proprietors from income-tax. " It is therefore 
unjust and opposed to principle to remove the exemption so far as the in- 
come derived from ryotwari land is concerned. 

The ease against the imposition of income-tax on the income derived 
from zamindari land rests on a much stronger foundation. The zamindaris 
in this Presidency have been constituted under Registration XXV of 1802 
which was framed upon Regulation I of 1793 of the Bengal Code. The 
necessity for this enactment arose from the confused and unsettled state 
in which the assessment of the land had been left by the former Govern- 
ments. It is described in the preain])Ie that, accord mg to the practice of 
tlie Asiatic Governments, the assessment of the land revenue had fluctuated 
without any principles for the determination of the amount, and without 
any security to the zamindars or other persons for the continuance of a 
moderate land tax,- that, on the contrary, frequent enquiries had been 
instituted by the ruling power, whether Hindu, or Muhammadan, for the 
purpose of augmenting the assessment that it had been customary to re- 
gulate such augmentations by the enquiries or opinions of local officers, 
and that it had been usual for the Government to deprive the zaniindars 
and to appoint persons on its own behalf to the management of the zamin- 
daris, thereby reserving to the ruling power the implied right, and the 
actual exercise of the proprietary possession of all lands whatever. The 
object of the Regulation was to remove the causes of such uncertainty of 
tenure and insecurity of property, and grant to zamindars, their 
heirs, and successors a permanent property in their in all time to 

^ome, and to fix forever a moderate assessment of public revenue op su^ 
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landsj the amoxiiit of which fcihall never be liable to be increased under any 
circujnsiauceis’h fhe Govei'jiinent thus came under an obiigation not to 
raise the jama or as it is sometimes called the peahkash^ fixed at the por- 
nianent settlement in resixect of the lands then granted* Under these 
circumstances^ the Governinent could not impose income-tax iij)on the 
income froiii lauds in. I'cspect of which the jan'm oi peshkash is payiilde 
without in fact, if not in natne, increasing the amount of such or 

peshkash and thus committing a breach of the obligation underlaken at 
the time of the permanent settlement. This vien^ of the moral obligation 
which rests upon the Government of respecting the pledges given to the 
jaanundars at the time of the permanent settlement is liorne out by the 
following utterance of Sir James Stephen in one of his admirable speeches 
ill the .Legislative Conneii: — 

'‘Those to whom we succeed, and whose policy laid the foundations 
of the power which we possess, deliberately gave to a largo and iiUiuontial 
class of the population over which we exercise that power, a pledge on the 
faith of which j'ekitioiis have grown up -which modify the wiioie frame- 
work of society. No one is jnore strongly impressed than 1 wdth the im- 
portance of scrupuluusiy maintaining the pledges given at tlie jieriod of 
the permanent settlement.’’ (Speech in the Legislative Council, April 


6th, 1871.) 


_ . has often been said in jusLiheation of the proposal to subject 

the income fiom zamindari lands to income-tax that such income lias grown 
enormously since the time of the permanent settlement and that its con- 
tribution to -the public exchecjuer in the shape of jama or peshkash ii 3 
lUmost negligible when compared with contributions from similar incomes 
derived from other sources. ^\hile granting without admitting that thia 
is so, the Association submits in reply that such a contiiigeiicv was con- 
templated by the“ framers of the permanent settlement and that in fixing 
the jama or peshkash the future increase in the resources of the zam- 
indaris -were taken into consideration. At the time of the x^erinanenti 
settlement^ of Bengal, Lord Cornwallis in fact declared in a proclamation 
which he issued “that the proprietors of land sensible of the benehts con- 
ferred upon them by the public assessment being fixed forever” would 
"exert themselves in the cultivation of their lands under the certainty 
that they will enjoy exclusively the fruits of their good management and 
industry and that no demand will ever be made upon them or their heirs 
or successors by the present oi* any future Government for an augmenta- 
tion of the public assessment in conseciuence of the miprovemeut of their 
respective estates”. 

The claim of the zamindars for exemption from income-tax in respect 
of their agricultural incomes is opposed in certain quarters on the ground 
that they acquiesced in the levy of such a tax in the year 1860, and in the 
imposition of certain cesses over and above land revenue later on. It may 
be pointed out in reply to this argument that the income-tax xvas intro- 
duced in 1860 as a. tempoi-ary source of revenue in order to meet the fin- 
ancial dislocation caused by the Mutiny and that the landed 
classes acquiesced in it to signify their loyalty to the Government' and their 
readiness to undergo sacrifices on its behalf. As a matter of fact, the 
Board of Revenue at Madras at the time earnestly pressed on tlie Govern- 
ment the injustice of imposing this tax in respect of income from lands 
hold on the ryotwari principle. They said that "the tax -will virtnally 
be an enhancement of the laud tax”, that "it is foolish to plead that the 
ryot is like the tenant farmer of England paying only a rent for liis 
land” that "the Government occupies the joint x>osition of landlord and 
State”, that "the ryots pay what can only be called a combination of 
rent for the land and tax to the State” and that "to impose an income- 
tax on the profits of land held on this tenure is clearly to tax a second 
time, and in a peculiarly vexatious manner, land which exiierience sho^vs 
is generally too highly taxed already”. "The ryots”, the Board furtheu: 
observed, "will indubitably regard it as a breach of faith. They have been 
repeatedly assured by tlie Homo and Local Governments that they may 
do -v^diat they please’ wu'th their lands, and enjoy the fuir benefit of any 
improvements made by tlieir own means, provided they pay the regiilaief! 
assessment. On this ' assurance they have acted, invested capital largely 
in the improvement of their lands in the full confidence that the pledge 
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would be respected”. ^‘They eaniiot”, the Board eoiitinuedj ‘‘help regard- 
3iig this fresh tax oix their profits from these lauds as a breach of the 
piedge \u)luntaril,v given, and their coiiMeiu*e in the faith of Govonunent 
cannot but 1)0 shaken. ITiireixreseuted in the Goveniinent and unable to 
influence the imx)erial legislature, ihe.y will also see the frail tenure, on 
which their rights depend, they will apprehend that if necessity — a plea, 
tile correctness of which they can have no means of testing — can only Ije 
urged, tile income-tax may be indefinitely prolonged, its rates enhanced, 
its incidence extended”. Future recliictioiis of assessment and other con- 
cessions will be regarded as dictated hy interested motives and preliminary 
to future taxation and that confidence in the moderation of Government 
which it has taken years to secure will be seriously shaken. 

The zanhndai*s of Bengal were at first determined to object to the 
iucoinc-tax as an infringement of their rights, but they soon gave up the 
point and accepted the advice and example of the greatest of their body. 
TIic B.ajab of Eurdwan in a remarkable letter to. the Legislative Council 
announced that ‘Tie would set an example to his fellows of submission to 
income-tax because it was levied after the great Mutiny of 1857”. It is 
hardly fair that a patriotic act like this should be turned against the zamln- 
dars as a reason for setting aside the plain terms of the permanent settle- 
ment. 

So far as the eesse>s are concerned, they were first imposed in Bengal 
ill 1870 in the teeth of strenuous opposition of the zamiudars of that pro- 
vince by the casting vote of the President of the Secretary of Statens 
Council, and against the decided opinion of the majority in the Council, 
having intimate acquaintance ivith the conditions of this country. Sir 
Erskiue Perry wrote : 

‘d. have reluctantly come to the conclusion, after many struggles 
and attempts to draiv fine distinctions in support of a diiferent view, that 
the language and acts of Lord Cornwallis and of the members of his day, 
were so distinct, solemn and unambiguous that it would be a direct viola- 
tion of British faith to iiiipo.se siieoial taxes in the manner prox>osed. 

‘Tn 1854, Lord Dalhousie, a man of no iveak will, was most desii*- 
ous to impose a local tax in Bengal for the maintenance of an improved 
police ; but aftei* reading Sir Barnes Peacock’s masterly exposition of the 
pledges which Governnieiit had entered into in 1791-93, the great pro- 
consul was compelled to accede to the soundness of the Chief Justice’s 
argument and most reliictantl 3 ' abandoned his projects. 

“Here then we have the plain language of Govermnent, the coniem- 
2)ora}iea ej(^po8ita of its framers, the unaniinous conviction of the people 
and the declared consequence of the State in the justice of the popuiax* 
interpretation during a period of 80 years. What is the ansiver attempted 
to this state of facts? 

“The Govermnent of India allege that the language of the perman- 
ent settlement itself in .section VII of Lord Cornwallis’ proclamation is 
large enough to enable them to impose the taxes in que-stionj but the 
argument on close examination proves so unsound that the Secretary of 
State abandons it. 

“Two other arguments have been I)rought forward first, that the 
imposition of the income-tax i)roves that taxes additional to what the 
siamindar.s pay as land as.sessment may be imposed over most parts of India 
in addition to the land as.sessinent. 

“As to the income-tax it cannot be considered sound logic, when the 
meaning of particular pledges is in question to argue that because a des- 
potic Government has on one occasion without consulting the people con- 
strued the pledges in its own sense, that act of the Governmeut is a fair 
proof that their construction is right and just. 

“With respect to cesses additional to land revenue having been im- 
posed in other parts of India, I am compelled to observe that in my opi- 
nion the Secretarj^ of State has not interpreted the facts correctly and 
that the exposition of the Lieutenant Governor of Bengal is the true one”. 
(Sir Erskine Perry’s dksent, dated May 14, 1870.) 

Sir Ifrederic Currie admitted the unsatisfactory state of Indian Fin- 
ance, “but it cannot justify our laying a special tax on the Kaminclars of 
Bengal to do which Sir Erskine Perry’s paper shows conclusively would 
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he a. broach of iaitli and the violation of liio positive statutor:^' 
inent fnade with zaJ^illda^^ at ilie liennanout sottleniont”. (Sir 
ChuTie^s (lissontj dated May 4, 1870.) ■ 

Sir Tliohy Priu.sep wrote as follows: — 

“1 iiav<j never foil so deeply grieved and disappointed in j 
given in opposition to my expressed opinion as when it was detei 
a easting vote to approve and forward the despatch referred to at 
of this paper; for 1 regard the principle laid down in the despa 
erroneous; wdiile the policy iiiangiirated and the ineasnres saneti- 
if attempted to he carried out, alienate the entire population of I 
the Government of India, a,nd shake the confidence hitherto felt unh 
its honesty and good faith. 

^^The Court oi‘ Dij’ectors, Ihc Inij)erial Governinent and Ik 
were all parties to the resolution to (ix the Government deniaiid 
land oi fclie i.^rovinces ilicn held hy the East India Companv in 
perpetuity, 

‘‘Tile tj’aditions ol' tliis period are no'iv forgotteiij and new 
about to be introduced into the financial adininistration of Iiuli 
1 shonld be sony to ihiiik ai'c likely to be attributed to the chaiip 
ernment wdiich took place twelve years ago. The right of uiiUi 
uncontrolled taxation is always a dangerous one to assert, and • 
have expected that tiiis policy sliould be advocated and such 
powers claimed by a Queen’s Government”. (H. T. Prinsep’s mini 
sent; dated May 19, 1870.) 

Sir Henry Montgomery said: '‘A Government should no 
opinion, voluntarily place itself in a iiositioii laying it open to h 
with a breach of faith”. (Sir Alontgomerv’s minute of dissent, d 
18, 1870.) 

Poss Alaiigles wrote as folloivs : “It appears to me to be very doubtful 
as to W'hat lengtli the Government of India may feel themselves justified in 
going under the sanction of the despatch just sent. They may, I fear, be 
encouraged to take steps which may lay them justly open to a charge of 
breach of solemn promises. Unguarded action may destroy in a moment 
the credit wdiich the British Government has won by its honorable persis- 
tence, for a iieriod little short of a century in the unbroken observance of 
its pledges; such a price would be too dear to j) ay for even an object so 
laudable as the education of the masses. We have no standing ground in 
India, except brute force, if we ever forfeit our character for truth”. 
(Eoss Mangle’s dissent, dated Alay 25, 1870.) 

Sir Frederic Haliiday, himself a past Lieutenant-Governor of Bengal, 
among other things, wn-ote as follow^s : — 

“The zamindars remonstrated strongly— they pleaded the distinct and 
solemn promises of the Permanent Settlement of 1792, when Lord Oorii- 
wailis had exhausted tlie resources of language to assure them that the rate 
then assessed on their lands ivas ‘irrevocably fixed forever’ and that they 
should in all future time be free from ^any further demand for rent, tribute, 
or any arbitrary exaction whatever’. These great national xiledges, they 
urged, had been scruiiulously adhered to in many financial difficulties and 
under all diaiiges of Government from Gornwallis to Canning and could 
not noW' be bi'oken -witliout a deliberate abandonment of plighted faith. 

“All the official persons of the proTiiice who were consulted, supjiorted 
those remonstrances, and tlie Jfieiitenant-Governor of Bengal transmitted them 
to the Government of India and enforced them with a powerful and, I think, 
unanswerable argument. But the Government of India was unmoved, and 
declared in re;ply that it was determined to persevere in its determination”. 
(Sir Frederic Halliclay’s minute of dissent, dated Alay 25, 1870.) 

The landholders ultimately reconciled themselves to the levy on the as- 
surance conveyed in the despatch of the Secretary of State sanctioning tlio 
cesses that they "would be imposed for the construction, maintenance and 
improvement of such works as would benefit the cess-payers ‘immediately’, 
‘directly’ and “palpably’. 

Q. 137. Duties on inheritance or suecesslon . — Whatever may be the case 
in regard to western countries, so far as^ this country is concerned, the 
proposal to levy a, tax on property changing hands at death is beset with 


eugage- 

Frederir 


S26 






f ' 


iKH'uliiu- diilicuities and liiglijy ixnpraciicablo. Jt. was seriously discussed by 
eminent administrators in India in the sixties of the last century and was 
given up on account of its unsuitability to conditions obtaining in this 
country (vide Finances and Public Works in India })y Sir John Strachey 
and Lieut.-General R.ciuird Strachey, i>p. 366-368.) 

The chief difficulty lies in the fact that the majority of the people of 
this country are Hindus governed by tiie Mitakshara system of Hindu l^aw, 
■under which sons and grandsons acquire by ba'th an interest in the ancestral 
property of their father and grandfather and become members of a Joint 
family and on the death of a member of a Joint family the remaining mem- 
bers acquire by what is called survivorship as distinguished by succession 
the interest of tlie deceased member. Under this system there is no such 
thing as succession to property so called. Members of a joint Hindu family 
do not succeed each other and their rights arise by birth. No individual 
member of such a family has any intei'est which he can transmit at his death 
to his heirs. ^ In such circumstances, no question of death duty on his estate 
can at all arise, for he leaves none at his death. 

If, in spite of the above considerations, it is maintained that each 
member of a joint Hindu fainily is in fact entitled to a specific share of ascer- 
tainable value in the joint fainily jiroperty which, he can claim to be 
allotted to him if a partition were made, and that the survivors ^vho derive 
benefit by his death may justly be required, as in the case of ordinary suc- 
cession, to pay a jiercentage on its value towards the public .revenue, it may 
be pointed out that under the Hindu family system there is as much chance 
of decrease of oiie^s interest in the joint family by the birth of fresh mem- 
bers as there is of increase by death and that if duty be levied on increase 
by reason of deaths, it stands to reason that compensation should he given 
for decrease by reason of bii’ths. Hiis is hardly practicable, though it should 
follow logically from the position taken up by the upholders of the death 
duty. 

Tf every deceased person’s share is to be the subject of death duT}y, it 
will involve the levy of the _ duty on the share of each child that might be 
born into the family and die soon after the birth. With infant marriages 
and the consequent heavy toll of infant mortality prevalent in this country, 
there ■will be frequent occasions for property changing hands by survivor- 
ship, necessitating the levy of duty at frequent intervals. This must cause 
no small pain and vexation to the family and may even result in the whole 
property being swallowed up by the duty. 

To get this difficulty, it is proposed to exempt the estate of sons 
and grandsons dying in the lifetime of their fathers and grandfathers from 
liability to the pajunent of the duty and to make the levy only on the 
deatli of the head of the family. This proposal is liable to the "objection 
that the property is not in any sense that of the head of the family. He 
is only a sharer like other members. There is no justification in principle 
for levying a duty when a meml^er who happens to be tHe head of the 

fainily dies and not when other members of the coparcenary die. The fun- 

damental principle of taxation is that it should fall equally on persons 
similarly situated. Further, under this proposal a father* succeeding lo 
his son’s share is not liable, whereas a son sueceecling to a father’s share 
is liable. It is hard to see why there sliould be any discrimination between 
■bho two cases. Again, suppose there is a family consisting of a father 
and tlu-ee sons and one of them dies. It is far from being cleai- what the 
advocates of death duty wmuld urge in such a ease. The benefit of the son’s 
share accrues not only to the father but also to the other sons, i.e., the bro- 
thers of the deceased. If the scheme is to exempt all cases wdiere a father 

succeeds by survivorsliip to the son’s share, what is to happen when the 

benefit accrues not only to the father but to the collaterals of the deceased 
as w'ell. There is no conceivable reason ■why a distinction should be drawn 
between a case where the benefit accrues solely to the collaterals and a 
case where the benefit accrues to the collaterals along with the father. 

There is also the difficulty that the net benefit accruing to the survi- 
vors is not easy to fix. Debts contracted by the deceased really for fainily 
necessity may be challenged to be separate debts, and as such not binding 
on the estate, and the debts contracted by the surviving members may be 
claimed as family debts. There is no presumption that debts contracted 
even by a managing member are for family necessity. There is hirther 
■f/he pious obligation on the part of the son to discharge the debts, which 
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are not illegal or immoral, of tlie fatiier to the extent of the share wMoh 
lie gets in the ancestral estate. ■ Any 'enactment imposing a.- death duty on 
property accruing by snrviTorship will also have to take note of the obli- 
gation on the iiart of the snrvuror or survivors to maintain the widow, 
the mother, the unmarried danghters of the deceased and other members 
whom the deceased was niider an obligation to maintain, and also of the 
obligation cast upon the survivor or survivors td' defray the marriage ex- 
penses of the maiden daughters of the deceased, etc., and to perform his 
funeral ceremonies. All these liabilities have to be taken into account 
and reduced to some money value in working out the duty and this is by no 
means a light task." 

There is one other point which deserves consideration. If survivorship 
is to be treated as succession for purposes of death duty, is the Hindu 
Law principle that when a member of a joint family dies and his collateral 
or collaterals succeed by survivorship, the family iiroperty is not liable for 
the separate debts of the deceased to be maintained in its integrity or 
not? Is survivorship to be treated as succession proper for one purpose 
and not for another? There is no system of law in which devolution of 
property is not treated as succession for the purpose of the deceased’s own 
debts and treated as such for the purpose of the State intervening and 
claiming a duty thereon. 

Such a tax has further to be safeguarded by provisions against eva- 
sion by collusive sales, gifts or settlements in contemplation of death or 
otherwise, which cannot but be harassing. 

It is almost impossible in this country to get at the i^ersonal property 
of the deceased for the purpose of succession duty. It seldom takes the 
form of public investments, but is often laid out in cash, bullion and pre- 
cious stones. These latter in most cases jDass in domestic secrecy into the 
hands of persons other than those from whom the duty has to be collected. 

As Sir Henry Maine said long ago, ^^No approach to fairness could bo 
made in the assessment of such a tax, unless the procedure were made to 
the last degree inquisitorial”. 

In the oi^inion of the Association, no form of direct taxation would be 
mre unpopular, moi*e opposed to the Hindu sentiments or more difficult 
to assess. 


' Mr. VoBkataranga Kao fave oral evidence as follows 

The President. Q. — You have heon Secretary of tlie Madras Landlioldors’ 
Association for 20 years? 


Sir Percy Thompson. Q.— I think in your statement you are trying to 
prove the proposition that, if you tax agricultural income to income-tax, you 
are taxing it twice over? 

A.— Yes. 

Q _Do you make tliat as a universal statement, whether it is land 
permanently 'settled, or whether it is land subject to temporary settlement? 

A. — In the case of hoth. 

Q.— Take, for instance, 
for .Es. 100, and we suppose 
paid on it is Es. 40, so th 
Let us call that holder A : 

B pay a price based on his gettiin 
his getting an income of Es. 60? 

A. — I think Es. 60. 

Q.-— In other words, what lie has done is to amortijzie the amount which 
ho pays by way of land revenue. 

A."-Yes. 

0.— He just draws the R.s. 60 which he expected, to get when ho hought 

the property and suffers no tax at all. He paid a price applicable to Es. 60, 
§ncl if he does get an income of Es. 60, he is not taxed at all. 


a ])iece of temporarily-settled land; say, 'et 
for the sake of argument that the land revenue 
it the holder gets an income from it of Es. 60. 
he sells it to B; what price does B pay? Boos 
g an income of Es. 100 or a price based on 



A. — He is taxed at tlie end of the i}eriod : if it is temporarily-settled 
lauti, he will he taxed at the end of 80 years. 

Q . — Yon would only treat as a tax that part of the land revenue which 
is ail increase over and above the land revenue whicli he was paying at Ihe 
time of purchase F 

A. — T do not see anj^ distinction whetlier we call it a tax or land revenue. 
Ke is paying a certain contribution to GoYernraeiit, and that conxYiliution is 
iixeci ioi a certain jy^sriod. 

Q. — He is not bearing the burden of that tax. 

A, — Not immediately, but at the end of the period lie has to pay, 

Q. — The Hs. 40 is part of his liability under the purchase price. He 
would have had to pay it in any case. Supposing at the next settlement 
land revenue is put ui> from Rs. 40 to Rs. 50, your argument is that the 
additional Rs, 10 can be called a tax, but do you claim that the Rs. 40 
which he paid, and knew he had to pay, can be called a tax ivhen he has 
discharged the liability? 

A. — I do not think it can be called a tax. 

Q. — Let us now suppose that the land is permanently settled, so that 
at the next settlement the land revenue of Rs. 40 cannot be increased and 
it is not a tax. If it is not a. tax, can you tell me why the other Rs. 60 
which the man draws and which, according to your own admission, has paid 
no tax, should be exempted from full income-tax? 

A. — Because he was given an assurance that it won’t be taxed. 

Q. — The contract was that that assessment would not be raised, but 
that cannot lie construed into a pledge that, when an annual tax is 
imposed on all incomes, this fixed assessment on laud would exempt him 
from the operation of the general tax. 

A, — If that is so, what is the meaning of the permanent settlement? 

Q. — This is what section 4 of Regulation XXV of 1802 says : 

^‘The Government hax'iiig reserved to itself the entire exercise of its 
discretion in continuing or abolishing, temporarily ov permanently, the 
articles of revenue included according to the custom and practice of 
the country, under the .several heads of salt and saltpetre, of the sayar, 
or duties by sea or land, of the abkari, or tax on the sale of spirituous 
liquors and" intoxicating drugs, of the excise on articles of eoiisumption, 
of all taxes personal and professional, as well as those derived from markets, 
fairs or bazaars, of lakhiraj lands (or lands exempt from the payment of 
public revenue), and of all other lands paying only favourable quitrents, 
the permanent assessment of the land-tax shall be made exclusively of the 
said articles now recited.’’ 

Thus they expressly reserve the power to withdraw or increase or do 
what they like wuth regard to all personal taxation. 

A. —I do not agree. I don’t tliink that is the meaning of the section. 
The zaininclars were levying these taxes at the time; and the Regulation 
says ‘Tiereafter you should not levy those taxes”. The Regulation prohibits the 
zamindars from’ levying these taxes whieli ])efore the permanent settlement 
they were levying. ’ Levying of taxes is a sovereign power and they have 
been deprived" of that sovereign power. That is the meaning of that 
section. As a matter of fact, //nd was levied by some zemindars even 
after the settlement; but in 1870 or so Government probil)ited tliein from 
levying this tax and paid them a compensation. T know?- one of the zaminclars 
in this Presidency got a compensation of about 2 lakhs. 

Q. — Section 1 says: “Wherefore, the British Government, impressed 
with a deep setise of’ the injuries arising to the State and to its subjects 
from the o])eration of such prin<*iplos, has resolved to remove from its 
axlrainistration so fruitful a source of uncertainty and di.squietude, to 
grant to zaiiiindars and other landholders, their heirs and successors, a 
permanent property in their laud in all time to come, and to hx for ever 
a moderate assessment of public revenue on such lands, the amount of which 
shall never be liable to be increased under any circumstances”. Then 
section 2 says: “In conformity to these principles, an assessment shall be 
hxed .on all lands liable to pay revenue to the Government ; and, in con- 
: .uqueihce of such assessment, the proprietary right of the^ soil shall become 
vested ih the zamindars or other proprietors of land, and in their heirs and 
lawful successovB, foi* ever”, 
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Ihe Pvfiside'nt. Q. May 1 read to you the further passage in Sir James 
Stephenhs speech which you have quoted? It reads thus: ‘'A great public act 
like the Permanent Settlement is not to be interpreted, and can never have 
been meant to be interpreted merely by reference to the terms of the docu- 
ment in which it is contained. Its meaning must be collected from a con- 
sideration of the circumstances under which, and of the objects for which, 
it was made; in considering what is, and what is not, consistent with 
its terms, we must look at tlie gradual changes which have occurred in the 
condition of the^ country since it was enacted. This is the only way in 
which it is possible to understand fully transactions of this kind; and it 
IS peculiarly necessary in the case of a transaction, which, however import- 
aiit, neither is nor professes to bo, a complete and exhaustive statement 
of tlie relations between the Government and its subjects. The permanent 
settlement regulates only one branch of one part of those relations, and 
it must be interpreted, liy reference to others.” 

A.— Quite so. It is in relation to the revenue from land that the 
zamindar claimed exemption from tax, 

Q. — It is one branch of one part. 

A. I do not know that. Of course, they cannot claim exemption from 
all taxes simply because they pay the land revenue. But in respect of 
incomes from their estates, they say they should not he taxed again because 
they are already taxed, and that tax is permanent, and should not be 
increased or decreased under any circumstances. Tliat is the meaning of 
the section. 

Sir Percy Thompson, In respect of land revenue, it shall not l )0 
inci'cased. Bmt that a distinct pledge with regard to the land revenue, 
can reh'e%-e land from all taxes of a general nature which may hereafter be 
imposed, is a very big claim. 

A. — Any tax which imposes a fresh liability on the zamindar in respect; 
of his land is certainly a breaeb of the permanent settlement. 

Q. — It is rather strong to contend that when the Government agree to a 
permanent settlement, whatever the needs of the Government might be 
afterwards, they are precluded from getting anything more from thelands, 
even when the new tax is imjiosed on the lands in common* with other forms 
of income. 

A. — That is how this Pegulation has been interpreted very recently 
by the Prii'y Council in the ITrlam case. The passage I have quoted in mv 
momorandum is fi-om their judgment. 

The President. Q. — If you interpret it as barring one personal tax, does 
it not bar also other taxes? 

A. —No, it does not : suppose a zamindar trades and makes a iiroiit. 
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Q. — Sii 2 )i>osiiig a zaniinclar liaf? noiliiiig l>iit the iiieoiiie from liis land. 
Yon say that the whole of that income is free frosn all other taxation. 
Ai^i^lying the same logic that income, even when it is used in other ways, 
cannot be taxed, 

A.— No. SiipiDOse a zamindar oi^ens a big business and makes a x^rofit. 
He is liable to be taxed on the j^rofits. 

8ir Percy Thompson, Q. — As the President says, sux>x}ose the zamindar 
has no income except from his lands. If your claim is that by virtue of that 
the Government is precluded from taking anything more than the land revenue 
fixed tinder the permanent settlement, that would equally debar the Govern- 
ment from taking any customs duty, for example, in respect of the articles 
which he x^^i^rchases out of tliat income. 

A, — I do not think so. 

Hr. llyder . — -That would be a tax on the expenditure of the zamindar 
and T do not think that the zamlndars contend tliat their exx3eiiditure 
should not be taxed. According to the plain meaning of the terms, Hm 
land tax is on the income. 

The President. Q. — It says tliat it is fixed — a moderate assessment of 
iniblic revenue in respect of the land. There is no reference to the income 
from the land. 
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A.~lIow' is that iMiblic rovemie fixed? The public revenue is lixed 
with reference to the income from the hinds. Thai is liow the jmshlntsh wasj 
fixed. The^ sj^stem ador|>tecl was tin's : 50 jier cent of tlio gross ijicome was 
set ax^art for the cultivating ryot. Out of the other 50 per cent Govern- 
ment took two-thirds and left one-tlrird to the zamindar. In the ease of some 
estates 90 per cent was taken by the Government and only 10 x^oi' c<'iit 
was left to the zamindar. This public revenue liore at that time a definito 
relation to the income from land. 

Sir Percy Thompson. Q.-— The i:)oint is that it is a tax on tlie land lint 
not on the personal income of the holder of the land. 

A. — What is the nieaning of ‘tax on the land’? The land does not 
pay any tax. 1 get income from the land and I pay tax on that income. It 
is the person that gets the income and pays the tax. There is also another 
aspect of this question which I want to press upon this Committee. This 
permanent settlement was not purely a fiscal arrangement. It was based 
upon x^olitical considerations also. The Government may have, no doubt, 
sacrificed some revenue, but that loss is more than compensated by the 
loyalty and attachment of these big landlords, which the Government has 
^nred. It was thought to be of a much greater importance to secure tlie 
loyalty of these zamindars tlian to get full money value from tliem. That 
aspect of the question is almost forgotten in this* controvei’sy. 

pie President. Q.— I do not think it is forgotten. But we are looking 
at the matter from the taxation aspect and not from the political aspeeC 

A. But you should not isolate it altogether, (f you try to understand 
the permanent settlement, you must take all these factors into consideration. 

Q.— -Let us not enter into the political aspect. 

amount paid was very large in some cases. If the income was 
-‘i,«),000 in tlio sluipo of pesJikuHh, and 
about l,o0,000 m the shape ol road cess. This comes to about 5 lakhs. Thus 
he IS imying 5 lakhs out of 12 lakhs towards the needs of the State, whether 
you call It a tax, or rent or revenue. That means 40 and odd per cent of 
his mconm. Gan you say that he is not contributing enough towards the needs 
ot the State ? So why should you tax liini again ? That is one aspect of tlu‘ 
question. Now the zamindars were paying these taxes long before other 
communities w-ere paying any. It was only in 1850 that the income-tax or 
license tax was introduced, because the Govenimeiit thought it was unfair 
to levy taxes only on one class of people. The zamindars, on the other hand 
have been paying from the very beginning. This factor also should be 
taken into account.^ Even as it is, the zamindars contribute a fair share 
towards the expenditure of the State. 

Q.— You refer us to a remarkable letter by the then Raja of Burdwan 
where he says He would set an example to his fellows of submission to 
mcome-tax, because it was levied after the Great Mutiny of 1857” We 
have not been able to pick up the reference. Could you give us more of the 
intents ox the letter? 
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A.- -riii-'s is rcferi’cd to iii ibo Alijiute of Sii* F. linlliday, extracted in 
Hie Itoport oi the IMliar .La^du\^■llor8’ Assocdatioii for the year 1005. 

Br. Funinjpuc. Q.~Do you think that your cjuotation from Cornwallis 
IS iully justified Do you think that his remark will apidy to the absentee 
landlords also, who have sold away their rights and have divested tliemselves 
the: .rights? 

A. — ^Wheii the estates were solclj the purchasers must have paid for all 
the privileges guaranteed to their predecessors in title. 

The Mahanijailhiraja Bahadvr of Burdwan. Q.—Dr. Paranjpye poidiaps 
says that not knowing why these permanent tenures wore created. 
Pci’inanent teiiiires were created because not only the land revenue was 
hc'jivy but because of the difficulty of the time of payment fixed by the 
(h)vernineiit. Almost every Kamiudar defaulted^ and in consequencoj the 
Patni Law in Bengal was enacded in order to help the iaamindar to collect 
Lhc land I'cvonuio and j)ay according to the Lists, Phcreforo, it was not a 
question of the zamindar’s desire to go away from the x>ennanent rights 
and become an aijsentce landlord. That is why these permanent tenures 
were created, that is, Lo give facilities to the landlords to collect their 
land revenue. That is the history of the Patni Law in Bengal. But 
Dv. Paranjpye classifies them with a big zamindar udio had given away 
his rights completely — a thing which perhaps exists in Madras. 

A. — In this Presidency I do not think we have such kind of tenures. 

Q. — ^The preamble to the Patni Law clearly states the point. 

JJr, Paranjpye. Q. — Are there any absentee landlords in Madras? 

A.' — Not many; they live mostly on their estates. 

Q. — ^With regard to the death duties, do you consider that the imposition 
of death duties will be an infringement of the permanent settlement? 

A. — I do not think so. 

Q. — You distinguish between survivorshi]) and succession. It may be 
a very good point for the lawj^ex's. 

A. — It is not I that make the distinction. It is the Hindu Law that 
makes it. 

Q.— Does it matter very much to a person whether he gets the estate 
by survivorship or succession? 

A. — ^Yes; it does, 

Q.— How? 

A. — Suppose there is a family consisting of t]ir§.e brothers, A, B and C. 
If A dies, his pro]Hn*ty accrues to B and 0 by survivorship. But they are 
not liable to pay A’s debts. They get liis property but they are fi^ee from ail 
liability with regard to his debts. But if they get it by succession they 
are bound to pay. So that there is a great difference, 

Q.—The debts are binding on the estate. 

A. — No: they are not. It does not ajxply regard to coixareeners. 

Q. — If he had^ incurred, the debts for the benefit of the estate, then it 
will have to be paid. 

A. — Even then, it is not so. 

The President, Q. — He gets the share and does not jxay the debts? 

A. — ^I£ you treat that as succession for purposes of levying a tax, you 
must also treat it as a succession for ixuiqxoses of paying off his debts. 
But you don’t do it. As things stand the Hindu Law does not allow the 
proixerty being made liable for the debts of the deceased. If the pro^xerty 
passes to the son, then he is bound to jxay. 

Q. — ^To say that they are exempt from paying the debts is not an 
ax’gument against levying the duties. 

A. — There must be some principle.^ You^must follow either the principle 
of succession- or the principle of survivorship, 

JDr, Paranjpye, Q. — But ordinari^ common sense says that when a father 
dies, his son gets the father’s right in the family property. 

A.— Bui you must remodel Hindti Law before you think of imposlisg 
a duty. 



tiie Freddent, Q.—Don’t you tliiiik it k lair to iiupotio tlio lax ou ali 
cominuiiities irrespective of their personal laws? 

A. — ^But personal laws must be respected. 

.Dr. Pafanjpye. Q. ^You may luive your laws of succossion as you like. 
But you should be prepared to pay to the State whatever duties it chooses 
to impose in common with other eonimunities. 

A. — Till recently the legislature acted on the principle that personal laws 
must be respected. Take the Indian Succession Act. It is restricted only to 
certain communities. This shows that the personal law of other communities 
was re>spected. 


The President. Q 
peculiar personal law? 

A. — They do not adopt it. They arc Imrii with it. 
has got its own personal law which must bo respected. 

^ Dr, Pamnjpye. Q.— -Would it not ho i>o.ssiblo for a new coinniuiuty to 
arise, binding together a thousand people and adopting such personal laws 
that would make them free of any tax? 

A. I do not know that. It is a liypothetieal case. I do not know if 
siicli a case has ever arisen in tliis country. 

Dr. Iljjder. Q. — How' much would be realized from the zamiadars if 
death duties were imposed? 

A. — It all dexiends upon the taxable minimum von. are going to fix and 
" the rate. . • • 

Dr. Parcmjpye. Q. — Suppose lls. 5,000 is the minimum limit and you 
charge at the rate of 5 per cent. 

A. — ^You will get a lot of money. 

The President, Q. ^Your other objections to the death duties are chielly 
administrative ? 

A.— Yes. 

Dr. Paranjpye, Q. — The fiindaniental principle of taxation is that it 
should be equal on all classes. Now, however, in the application of this prin- 
ciple you find a Hindu is treated entirely differently from a Christian. If 
the latter dies his estate will have to pay a probate clutv: if a Hindu dies 
his estate will have to pay no tax at all. 

A.— You must understand my remark with reference to its context. 

Q. — You say that the fundamental principle of taxation is that it should 
apply equally to all people,* don’t you think that they should be treated so, 
so far as probate duties are concerned? 

A.— You should apply this principle subject to the limitations of personal 
law. Suppose a father dies and the son succeeds, his son has to pay a 
duty, but if the son dies and the father succeeds he need not pay. 

Q.~y.lf the scheme is to exempt in all cases, whether the father succeeds 
by survivorship or the sou, what is the point? What do vou mean by collate- 
ral of the deceased? 

A. — It means brothers and uncles. 

Q.— If the father is Jiving, if a man has got father and brothers, it 
^von. t go to any ot tlie collaterals? 

A.— Suppose a son dies, the fatlier succeeds, ho gets the property. Ho 
tloes not pay any tax. That is the question I was discussing, 

Q.—I would like to know' the honelit accrues to the collateral. 

, A.--Suppose it is a joint family consisting of A, B and C. Abs son dies, 
ins share accrues to the whole of the joint family, 

Q.~Potentially^ it belongs to the father. The uiicle^s share will not be 


affected at ail by the death of his brother 


s son. If tliere are two brothers 


one has got a son and the so^ clies, then the second brother’s share in the 
family IS not affected at all? 

^ A.-^-It does increase. 

^ ^ Q.— “flow? 

A.— Suppose the soa is alivo, there is tho possibility oI a partition. 



n>» Supposing A ami B are tw 
-B h bharo ivjH not bo aifecteil, so j 

A. — Perhaps so. 

„„ say that “debts co)it 

necessity may bo challenged to ho 
on the. estate and the debts oontr 
claimed as family debts.” I-qu w 

a.iways g,iven. 

h 1. provicied they are iani. 

-o bo iaimJy debts. Befo.rc you Jev 
whether debts are contracted* foj- fai 

loivo'^Cblmmle'’^' fomul to be 

A.— ].t i,s an adniiiii.strative difl: 

Q. Such diHicuitie.s are alivay.s 

A,— I do not think .siic-h diflirr 
n man suri-cnders bis property dnri 

«‘'-uo .vcars of death will bo take 

.. I think peoide will make gift.s ju.st before death juf- 
leading law^e ” mad^a sSLSt % ^ 


an arra,ng(,i{neiit will 


iSuppuso 


never expected 


a itiiKiu becomes a 
you charge death 



■oasaxioa per neaa or population per annum is only 5 annas 1.8 pies anc 
average retail price of salt throughout the Presidency is only 1 anna 9 
l^'M^ras measure of 120 tolas. It cannot, therefore, be said that 
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Q. 51, — I aecei>t the statement of the general policy to be followed in 
respect of the taxation of salt. 

Taxes are imiiosed to meet tlie expenditure incurred by Guverninent 
for the boiiefit of all classes of the people inider its rule. It is, therefore, 
reasonable that every class of the i)opnlation, however poor, should eontrilmte 
soniothing iiowcver little to the public revenues. Suit is an article of 
uiii%='crsaJ consumption. The tax bn salt is, tlierefore, an admirable method 
of ensuriug that every member of the community xiays something towards 
the public exchequer. On the other hand, no particular member of tlio 
community uses a very large quantity of salt nor does any particular class 
use an undue quantity as compared with other classes, so that the tax does 
not press too heavily on any particular individual and is not unfairly 
oppressive on any particular class. Again, the salt tax is an iiidirect tax 
and as such is a tax which can be collected from the poorest classes, from 
whom it is almost impossible to collect direct taxes, in a form which is not 
irritating and caiises little protest. Salt is a necessity and consequently 
the consumi)tion of it caniiot he curtailed to any great extent by an increase 
of the tax. The demand is inelastic and is not affected by the rate of tax. 
This is an advantage from the point of view of the budget maker and is not 
disadvantageous from the point of view of the tax-payer so long as the 
article taxed, as is the case with salt, is not used in very large quantities 
by any individual tax-payer and so long as the tax is limited, as it is in 
the case of the salt tax, to a figure whieli is not large enough to affect 
consumption and cause deprivation. Ideally a tax on luxuries is no doubt 
to be preferred to a tax on necessaries but in a country like India where 
a very large proportion of the population do not use luxuries, it becomes 
necessary to tax necessaries in order mat a large proportion of the 
pox>ulatioii may not escape taxation altogether. 

The objections usually raised against the salt tax are— (1) That it is 
oppressive in its action upon the lowest class of the population because it 
raises the price of salt and consecjuently deprives the people of the use of 
an article which is essential to their well-being. There is, however, no 
^^roof that the poorest classes are deprived of the full quantity of salt they 
; want owing to the tax and it does not apj)ear that they pay unduly for it. 
' In the Madras Presidency with the salt tax at Es. 1-4-0 the incidence of 


a oppressive or that the price of salt is ex(;essive. It is significant 
Are ,y^yy few cases of illicit manufacture of salt or of attempted 



That it IS a har^ to scientific farming. Altlioiigli India is an agrl- 
L country there is little scientific farming on a large scale. The main 
u'ould seem to he, not that the salt tax prevents the extensive use 
manures (actually in Madras very little salt is used as manure), hut 
e land is in the hands of millions^ of small holders. There vill 
be a case against the salt tax on this score when scientific farming 
lie some lieadway, hut there are many more formidable obstacles tliau 
} tax to ho got over first and in India it is certainly not true that 
t tax is one of the main, ohstacles to scientific farming on a large 


Kven a tax on land is not a tax of general 
not own .land. Salt is the only article o”' 
rich and poor, and the tax is not op])i 
each individual is small. 

Other possible alternatives, tliougli 
salt, are betel leaves and tobacco. 

difficult to collect. In a large agi‘ic„.„ ...... 

difficult and expensive task" to prevent the ill 
or tobacco, wliereas in the nature of things, 
small strip of land along ilic coast which it ' 

Q. 53. — The incidence of the 
fcakon to be, with the salt tax j 
calculated by dividing the 
the factories liy tlie population 
iigurc — As. 5 1.8 pies — hc^caiise < 
much moi*e salt left the 
Annas 4 4.8 pies may 1 
to he high though in making 
income per head of popiilat 
to pay taxes must be taken 
that the average income per 
low. tlie rate of the salt tax 

Q. 54.--J ■ 

collect the tax imposed upon it, 

however in taxing salt, Government ar< ' * _ , 

ment have a secondary duty to perform, which Is almost as" important as the 

duty to collect the tax. Government is under l ^ 

people get a reasonably pure article and that they do not pay an unduly higli 
price for it. Clearly one method of achieving this double object is to make salt 
a Government monopoly, in which case Government would he entirely 
responsible for manufacturing good salt and for selling it to the public 
at a chea]) rate. Any profit which the Government might make on the sales 
would then he placed on the credit side of the public accounts and would 
be in lieu of an excise duty. 


neither are so universally used as 
A tax on either of these would he very 
ultural land like .India it would he a very 
“licit cultivation of either hetei 
salt can only be obtained in a 
is comparatively easy to ^proteeC. 

salt tax. i n the JMadras Preside ney nuiy he 
Lit ■ Its. 1-4-0, As. 4 ■ 4.8 pies, ■; The '.-figure ' is' 
lunoinit of duty collected on salt wliieh leaves 
, The Incidence in 1922-23 shows a higher 
ondng to speculation by tiie niercliants A^ery 
> I'actories than was <-onsiiinod during the year, 
he said to he the normal. This cannot be ’ said 
com pari .sons with other countries the average 
ion or in other words the comparative capacutv 
into consideration. Even, however, ailohdng 
head of population in Iiuiia is coihijaratively 
in India is not high. 

-].f salt is to 1)6 taxed, the primary duty of Government is to 
‘A whatever form that tax may take. Since 
•e taxing a necessity of life, Govern- 
’ . . ' . ' A- -- - as' 'the 

an obligation to see that the 



Apai’t from the practical difficulty of inierferiug witli many welU 
established iirivate interests at this stage, there appear to me to be some 
very serious objections to a Government monopoly. Tbe whole object of a 
monopoly would be to ensure that tbe retail price was i*easonably low. 
To achieve this, Government would have to make' itself responsible not only 
for the mannfacture of salt and its wholesale disiiosal, but also for retaO 
sales, otherwise there would be no guarantee against profiteering in retail 
sales and eitlier Government 'ivonld make no profit or the retail price to 
the public would not be controlled. A very largo Government staff would 
have to be maintained not only for manufacture but also to control the 
whole process of distrilnition from the factory to the consumer. This would 
be very expensive and it is very doubtful indeed if Government could ensure 
a low retail price and at the same time get any profit. I consider too that 
the Government monoiioly of a necessity of life is objectionable on j>ohtieal 
grounds. 

Tfj on the other hand, a wholesale excise system is resorted to and 
Government make themselves responsible for tbe collection of the excise 
duty and nothing else, allowing the licensee to make what salt he likes and 
to sell it wliere and at wdiat pr^ceS' he likes, there is a great danger of the 
consumer being forced to pay a high i^rice foi- a commodity upon which 
Government have imposed a high duty and for which consequently Govern- 
ment are morally obliged to see that the price is not unduly high. 

It, therefore, appears that the only practical solution is a via auaihi—an 
excise s^’-stem under which both the quality of the salt made and the price 
at ■which it roai'hes the consumer is in some way controriecl by the authority 
which imposes the excise duty. This is tlie system now' in force in Madras, 
under wdiieh Government control to some extent the quality of the salt 
manufactured by excise licensees and by tbe manufacture and sale of 
Government salt seek to control tbe price of excise salt, Tbe^ question 
remains as to whether it is desirable to extend this control by iticreasing 
(Government stocks or w'hether it is now safe to slacken the control to some 
extent by curtailing Government manufacture, in whicli latter case the 
further question arises as to wdietber some means, for ensuring a low' retail 
price, other than that of accumulating Goveiaunent stocks and putting them 
on tlie market w'ben necessary, might iH)t bo devised or whether the com- 
petition of licensees is not itself a sufficient safeguard io ensure that salt 
reaches the consumer at a low price. 

If a monox)oly system is to continue side by side w’itli an excise system, 
any extension of the monopoly system at tbe^ expense of the excise is 
primi facAe uneconomical, because it is only advisable to put monopoly salt 
on the market when excise prices show’' a tendency to rise. If there is^ no 
tendency to rise, it is obviously undesirable to hamper free competition, 
which itself regulates prices, by selling monopoly salt which cannot as a 
rule be made so cheaply as excise salt and has consequently to be sold 
at a loss. Thus, large stocks of monopoly salt are accumulated wdiieli it 
is not desirable to sell in normal years. Eventually they become unsaleable 
and have to be destroyed. Tbe whole process is most uneconomical. The 
only question is as to whether it is ■worth while to incur this Joss in order 
to gain the advantage of having large Govei-ninent stocks available on any 
occasion wiion they may he w'anted. T do not think -that it is. In normal years 
when salt is plentiful, there are now', I think, sufficient factories and sufficient 
competing licensees to ensure that the price of salt does not rise too high. 
It is only in bad years either owing to l>ad seasonal conditions or owing 
to a national crisis, such as the late War, that the necessity for largo 



tnaimds. Generally speaking, I would recommend tke 
/ pans aiKl their conversion into excise wherever there 
e same locality. This would leave as monopoly the 
re there^is no excise salt^to compete with the monopoly 
y factories as Karanibalam where the salt is 
in this case for supply to the French Govern- 
B to retain Innore as monopoly hecausa it is 
•ge centre of Government stock for emergencies. 
/ .. monopoly pans into excise does not 

loss of control by Government over prices. 


salt and such small inonopoh 
made for a special purpose, i 
ineiit. 1 consider it advisabh 
desirable to have one fairly lar 
The conversion of other existing 
Tiecmsarily imply the entire 1 
One of the great defects ol* the mo 
to aeeuinulate .slocks every year ^ 
converting existing monopoly blocks 

to manufacture under what'' is known as the modihed exc 
clause wlierehy Government have a lien on a certain pere( 
mannfactured which, if it is w^antod, the licensees are 
Government at a fixed price. By this system it is unnecess 
large Go^'ernnient stocks, whereas, if necessity arises, 
always have at its coiniriand a stock of salt if it becoiiie.s 
particular place to lower the price of exci.se salt, on an oeei 
where, owdng to the failure of one of two 
is left in the position of a monopolist. 

The gradual conversion of i. 

above would not in the Madras Presidency 
Tliere are now only 6,046 acres ' 

Ennore. Of the halanee of 2,523 
supplies which leaves a balance ( 
pans at Karasa can no longer b 
owing to the harbour ’works anc 
version of the 162 acres of mo 
excise. There remain 1,786 acres 
monopoly pans at Gan jam 
years. 

While recommending the gradual 
excise, I wmiild not relax the control a 
the production of a pure salt lioth 
Governinent is responsible for seeing th 
I consider that this object can he 


nionopoly into exdse on tlie line.s indicated 

^ y eonstitiite any great revolution. 

of monopoly pans of which 3,523 are at 
acres I would retain 485 acres for .special 
if 2,038 acres. The 90 acres of monopoly 
e 'worked as the factory has to he closed 
i Government have approved of the con- 
Qopoly pans at Kanuparti into modified 
for conversion of -which 667 acres are the 
which have not been worked for tlie last four 





1‘he practice of retail sale iiiea.sure iniclou])ieiily encourages tiie 
maiiufacture of light salt, but it has been proved that just as pure a light 
salt can be made as heavy salt and that iigUt salt is not intrinsically worse 
than heavy salt irrespective of the method ))y winch it is sold to the 
cousiniier. I do not, therefore', consider that ilie first proposition can be 
substantiated. 

With regard to the second proposition, it is perfectly true that a 
measure of light salt contains less sodium chloride than the same unit of 
heavy salt, the reason being that in light .^ait the grains do not lie so close 
together so that the consumer pays for more siiace between the grains than 
he would if he were buying heavy salt where the grains he closer fcogetlier. 
it does not, however, follow that the consumer for the same amount of 
money would get more sodium chloride if the salt which is sold to him were 
doled out to him by weight than if it were doled out by jneasiire. Q’he 
I'etail trader must make his i>rofit somewhere. As matters now stand, he 
buys by weight and sells by measure and he makes his profit by soiling a 
light salt by measure which he has bought by weight. Jt is at least arguable 
that if he was forced to sell by weight he would make the same ]) 3 *ol 1 t in 
another way by charging more for a unit of weight than the amount for wliicii 
he bought that unit, that his profit would be the same in either case and 
the amotint exi>ended by the consumer would actually buy the same amount 
of sodium chloride in ei^fcher case, it (‘oines to this, that, when the consinuer 
buys light salt by measure, he pays for the retail tradci-’s profit by not 
getting (piite so much sodium chloride as the trader bought for the sum 
which the consumer pays; when the consumer buys by weight, he pays for 
the retail trader’s profit by expending on a unit of salti a little more 
money than the money which the trader paid to buy that same unit of salt. 
It is, in fact, light salt which regulates the price of heavy salt and tlicro is 
nothing objectionable in this state of affairs so long as it is admitted that 
there is nothing objectionable in light salt per se. 

it ha^ been argued that, because the retail trader likes to make his 
profit by selling light salt, he forces tlic cousiinier to consume liglit salt 
whether he wants or not. There seems to he no i-eal proof of the truth 
of this statement, if the consumer generally M'anted heavy salt, he coukl 
have it, but in order that the retail trader might get his legitimate profit 
he would have to pay more for it though he would get more for his inoncy. 
it seems to bo true therefore that retail sale by measure encourages the sale 
of light salt, but it is not true that light salt is itself necessarily bad salt 
or that the consumer, owing to the system of i-etail sale by mcasurtj, is 
forced to }>uy the soi’t of salt which lie does not want. 

The advantages of sxibstitiiting sale by weight for sale by measure aie 
certainly not self-evident nnd there a3‘e certain practical objections to doing 
so. The majority of buyers in the bazar hay in very small <j|Uantiiies — a 
pie’s worth at a time. The bazar man could not weigh out such small 
quantities as this. He would not have the time to adjust his sealos and 
weigh out a pic’s worth of salt to each of his consumers on demand. Nor 
would the buyer like him to do so. He likes to see what he is buying and 
would certainly prefer to see a measureliil given to him for his iuon’ey wherc^ 
ho can actually see if lie gets full measure than to have his salt weigliod 
in scales of which he has no means of knowing whether tlic weights are 
correct or whether ho is Jieing cheated by manipulation of the scales', i aiu 
conviiu'od that the sale of salt by woiglit in the bazars would not be popular 
with the ordinary small buyer and I believe that the retail seller would have 
more scope for cheating the consumer than he has now. Another point 
worthy of consideration in this connection is that in wet weather salt weighs 
very much more than in dry weather, Iduis^ if the standard of a fair price 
is to he taken as the price for a certain weight in dry weather, the p^diiic 
will be cheated in wet weather. 

Q. 59, — ^It follows from what T have said in answer to Q. 54 tliat 
I am not in favour of oiiening Oovernmeut depots. Generally speaking, 
Government interference in distribution is, I consider, undesirable. It is 
true that the opening of Government depots might have the effect of 
cheapening the price of salt for consumers in the interior districts. It is 
I also true that I consider it to be incumbent upon Government to see that 
:^©j public gets its salt at a reasonable price. On the other hand, the 
!p|ima:p Government is to collect as much revenue as possible from 

the s4W of . . always , keeping in mind that the price to the consumer 

must not W high. I do not see that any obligation is laid upon 





oi .salt ttie .siuue io tlio interior as uoar tlio 
nihlic revenues (for thal is wliat the establish- 
anats to) so long as the price in Uie interior 
Io not tiunk that it is. ( ’onsiiiners in tlie 
rpect, to pay j-ather niore for tiieir salt than 
ine position is generally equalised by tlie 
g^ing other connnodities as cheaply, 
that the salt merchant does not profiteer 
scene of cost of transport. .Eeeently serious 
as pi evented the import of Bombay salt to 
,et low ami the retail price of ihe salt rose. 
3 cuately i-e heveil by tlie Irauspoj'i of excise 
npatnam the licensees oi that factory being 
n tJiai iiad not happened the price of salt 
ni regulated by sending Government salt 
uther case the retail price in an interior 
3 n) regulated by a measure which did not 
Ifsiimoiit of depots does. 

1 see no loi' tlio ebUlillhliiiicnt of 

to !‘educe retail prices in ihe interior at the 
la'iHie. In n c-ri.sis siieli as iUo War, tho 
ly heftumi necessary but I consi<icr it to f>e 
to legislate lor the occurrence of sucli an 


Mote on tlie question of liglit salt^ sale hs measure^ 
“by Mv, Masterman* « 

]. TJjo wliolcsale mci’clmnt 
ior sale s[)cnds the following 


Olio imuiiid of salt ready 


Cost price (cost of nuimifacture) 
Dilty^ 

Giinniesj transport, etc. 



1 uauua 01 salt jf it is inodonitely Jiglu, will couluin 25 measures 
iiie retailer sellfc} 1 iiiea.suro for l^o. 

From 25 jnoasnre.s, he will get Bs. 2-5-6. 

Middlemen ’y profits are therefore Ke. f)-5-0. 

aiKl ufe'?i£r *•" 'vlu.lesalo ..u rclaUR 

iiKucaie^ndto^lisoSeKtly'^li'^^ iSl price'Sin l.o'l.iglicr!^’^"'^ 

.aeaJurosf ^ e.-.ccpr,onallu light, it nu.y contain 30 

The wholesalo incrchaiit still has to sjiond Ks. 2 to got this inauiid. 
ihc retailer still sells 1 measure for ."Re. 0-1-6. 
lU'ojii the sale of 50 measures lie will get Ks. 2-15-0, 

Middlemen s profits are therefore He. 0 -J 5 «q^ 

salt coiit’aiiiiiig 31) ineasui*4.’’''^Oonseq^^^^^^^ ulc HI 

on the salt sold is Jess than '"xl-Ho-nen’s tirofit 

2 't may perhaps he put down 

expended hy the ivholesale merdiant i.; the arst1n:l:!!urUT n 


o n me mrnar, the ,n-„(its of fc|,o 

lor “.nn^'elo ? 

look: Jof his IxtTr m-ohts'*"- ' 
eptioiially ligiit salt to solh 

not subscribing an undue amount 

3^ dioulffo*' for salt of 

ns init/ exceptionally light salt, 
ns make up for the greater, hut 


i 


ms 

nierclitnt'“vWlf mauiifacturiiig 1 maund. The wholesale 

, ^!\ M •i'l^'"-''' i« .>"'t douo, and this does- not seoin to he due 

piohihitiou ol the praetico, hut simply because it would not pav If it 
was done, ihe result would be something as follows:— 

would he sold in the bazar, but above the ordinarv 

salt'^’is iinich within limits if the 

salt js light or heav.v would hnd he could get unsifted salt cheimer 
Consequently the deniand for sifted salt would get less and k« owiTi? to 

the competition of the sellers of unsifted salt. mici loss on mg to 

the .‘H..n";w"e f^'\f f done I believe that this must raise 

,V t n-V * rpi® salt above iho price at which salt would be sold if it nas 

not siitod. I liero is, tiieroioio. a (‘a.se For the practice. 

liio purpose oi sit ting in Boiuhay api^ears to be however the gradiiio- 
1 clifiorent markets. If therefore the eomsumer owin' 

to the praeticc ot sii king gets the sort of salt he likes, then it is oouitahie 
that ho should pay slightly more ior the luxury of getting exactly whai ho 
vants a, ml no veiw strong ease remains for prohibiting the praetiee. 

•X L* argument used in favour of prohibiting sifting in Bombay is that 
It fosters an uneconomic competition of lionibay salt with Madras salt. Tt is 
(deaily uiiecononnc that Bombay salt should he sold in Madras when Madras 
salt can be obtained on the spot. If it is so sold, the consumer is paving 
lor transport charges unnecessarily. [ do not believe, however, that it is 
the process ol sifting which enables Bombay salt to compete with Madras sail 
m Madras. Phe process of sifting would tend to have the opposite t fleet 
as tending to make Bombay salt more expensive. If there is any connieli- 
tion, it must he due to some other factor which makes the cost of manu- 
Ucture 111 Bombay less than in Madras. As a matter of fact, however 
Bombay salt is owf competing with Madras salt, except in those districts of 
the Madras Presidency, whicli are neai’or the Bombay sources of supply tlian 
the Madias sources, e.g., the West Coast districts. Mere it is economii-allv 
sound that Bomliay salt ratlier than Madras salt should be sold. No 
Bombay salt has come into the Madras (city) mai’ket in any appreciable 
quantities since 1916. Tn that year it came in as ‘ the Madras; 
stocks were being depleted to meet tlie Bengal market, and Madras salt was 
consequently being sold at a price far above its real value. 


ITote on supplying Bengal with. Madras salt by Mr; Masterman. 

There are two main issues witli I’Ogard to this question— 

(1) Is it possible for ^[adras to supply the Bengal market? 

(2) If it is possible, is it desirable? 

(1) Numerous experiments have been conducted in Madras to discover 
whether it is possifde to manufacture in this Presidency a quality of salt 
suitable for sale in the Bengal mai*keb. It is unnecessary in this note 
to examine these exjierimeirts in detail. It is sufficient to state that 
the experiments have proved that a suitable kind of salt mu ho made 
in this Presidency, and, allowing for the increased cost of making small 
qiuin titles, that it (*an he made as cheaply as the kind of salt ordi- 
narily sold in ■Madras. 

Whether this kind of salt can be made in sufficient quantities to 
^pPPly the Bengal market is a more doubtful question, and it is a ques- 
tion which raises a number of impoidant issues. Roughly speaking, about 
140 lakhs of niaunds of salt are consumed in Bengal annually. In order 
to meet the ordinary ]\Iadras demand, allowing foi* the import of ahoul 
18 laklis of nuiiinds of Bombay salt into the Madras Presidenej^, for the 
normal export of Madras salt of about 25 laklis of niaunds mainly to 
the Central Provinces, to Orissa and to Indian States, and for wa.slage 
after manufacture and storage, a quantity of about 120 laklis of maunds 
has to be made annually. Now, the season of salt manufacture owing 
to raius in July is shorter in factories in the north of the Presidonc'^ 


# 



than It IS in those in the south. Co: 

J®ss in the northern fuc 
quite irrespective of the na 
of the brine supply in particular factor 
per acre in the southern fac?tories is ahou 
faetones it ■ ’ • 

salt cultivat 


uie anniiai averao^e 
than in the southern, and 
‘^uil or the quality 
the ..'average ':"annua!"' ' ' yi.old/' 
7 maiiiKls; in the northern 
the , ■extent' '■of"'-land'' undei*^ 
m the south, the average 
per acre throughout the Presidency is less ilian 

mauiuls iier acre. Thn.s, on this l)a.?is, in 
nniiinds, ivliic-h is the normal Madras dciiiand, 
<niltivated. Actuals (‘orrespond 
inaunds were inanu- 
In order, therefore, 
r niaiinds, 

in the existing factories, the 
zd area, after deducting the 
patrol ,;path^ etc. is 
is whioh could he cultivated, imt is 'not 

^acres. It must be rememhered, however 
- area has already been given ui), ns it has 

various reasons, sucli as the I 


is about /61 inaunds. As, howeve 
:.!on is greater in the nortli than 

annual yield i ’ 

It works out at about 9-50 
SKDPly 120 lafch.s of 

■_ ' would have to l.„ 

00,1 1923, about 130 lakhs of 

and 13,26.3 acres were actually cultivated 
-...Iras and Bengal demand of 
ave to he cniltivated. ' 
as opposed to the ciiltivatecl 
by buildings, channels, hunds; 


12,632 acres of land 
fairly closely to th 
faetured, i " 
to supply tlio total \\lacV 
27,370 acres would h 
cultivable area, 
area occupied 
21,112 acres. Thus, the 
at present cultivated, L . 
that a large portion of this 

proved unsuitable for varior.c smai as tlie porous miure c 

to ™P9l.v the Bengal demand as well as to satisfy the ordinary Ma i, n 
demand, 4,000 acres, a ready existin'^ within tlm i:n,Vi- ?p 1 ‘V 
would .have to bo made ready W salt cultivat ^ 

extensions to existing factories to the extent of io,V3S a.a^s^wmild "havi 
to he made, T consider that this is possiiile, though it 1,7 imno^de V 
b^k posi^tively before a thorough examination of \aU po.s.sil)le^ areas fm 
salt manufacture along the coast has been examined It m, Thf temif, 
bered too that it would he an e.xpen.sivc hu,siue,s.s and would take time. 

It then a .sufficient quantity of that kind of salt n-hich +l,o i 

consumer will hiiv can be made in M-ulr'is fluv ^ ^^nch tiie Bengal 

port by rail and steamer of Madras salt lo Calcut+n^^ trans- 

It would tn-obably be necessarv tn n ballast rates, 

that Madras salt was sX a/ehL,r i le 7n/° ■“ insure 

s»4"3 ii %£!■?'«*€ 

the Bo^ganialS*udth*sairfreVe°ef^^^^^ ^^hidra,? .snjiiilying 

the Bengil maAer"’'’^" .snitahlo for 

inake a iuffiIU%rS^S^^^ -’d cost money, to 

importedlalt is .s^topped £ f high "import" duty ‘^°’»l’«tition of 

now sold^%el4rttX-4 Sc^Sur aSlSn.”'^ 

(2) If then it is possible, is it also desimUef 
Three reasons are usually given to show why it i.s desirable— 

•, (1) It would encourage Indian industries 
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l,i. "Tf’’ ye««> tl*e Bengal eoiisnn.er weald 

got iiib salt eheaiior. lie miglit luive to pay a littie more for his salt 
lu itormal yea]-;., hut would have to pay fur less in nhiiorinal years, when 
the Jiaporled sup])]y i.^ slopped and the price of Indian suit is Jiio-h 

«» j'" 

^ On tlie oilier luuid, Jroni the piiirely econoiidc or taxation noinf 
.[ '■* /^®i>'al.le that Jladras .siioiild snpplj 

ni lu ^ niutlers are at present, aorernnient get pvr luiit 

iri rin 1^011110 1 roiii imported salt as from Jndiaii salt/the im- 

pmi dnly being ecjiim to tiio excise duly. ]f then Madras s-dt fnnV fit,. 
]>hu‘o of imjiorled salt in Hengnl, Government would get exactly tlie Viino 

tion voidd bo lar grealer. I have shown tlmt tlie extent of factories 
vould haT(‘ to be neaily doubled. Not only would there be the ‘eapitnl 
oxpeudjiiire ol liringing ihese lactorios into being, hut there would also 
m a large recuriooig ex]iense on the ujikeep of the factories and on the 
r estahh.dinieni. On the otlier side of the account, there would 

be oul.\ a small sating on what. [ suppose is a very small customs ostuhlish- 
ment 111 (.alcutta. iO'om ilio tax collector’s .standpoint, then, the proposal 
that iiuiiorted salt into Jhmgal .should he .stifled l>,y the impo.sition of a 
heavy import duty, and that ]\fadra.s should supply the Bengal demand 
IS undesirable Taking a wider view, it must lie considered whether the 
encouragement of home industries would lead to a real increase in the 
g^ueral^ pi*osperity of; the population, and consequently to an increa.se in 
the tax-paying capaenty of the people, or whether the encouragement of 
home industries IS not it, sell: so desirable an object as to outweigh the 
iniiely econoniic cjisadvantage. These are big questions of policy upon wliidi 
I have neither the niaterials nor the ability to express an opinion. 

I hnve not mentioned Bombay in this note, because T do not 
Eonihay to make a kind of salt suitable for 
the C-alcutta market, nor wha^t quantities it would be possible to make 
Jt must also be remembered that it would not be so economical for Bom- 
bay to supply the Bengal market as it would be for Madras, because 
transport ^ from Bonibay niust necessarily be more expensive than from 
petones ,u the Madras Pr 6 SKle.io.y, north of Madras. If, however, Bom- 
hay could supply, say. half of the Bengal demand, then the problem of 
the quaiivaty of supply so^ far as Madras is concerned becomes easiei* of 
solution, hut I do not f.hiuk that the nature of the ai-^uments which T 
have used is affected. » • 


; 'Mj?. 'lIastermaB gave oral evMeaoe' as follows ' 

T/ie PresJclrnf. Q. — You Imve sent its three notes. 

A.— Yes. 

Q.— In yonr statement on^ page 534 you say that “there is no proof that 
the iioorest classes are dci.rived of the full quantity of salt they want 
owing to the ta-;.- Have you any figures to show what is the ciiianlitv 
required tor hcaltii and wliat is the average coiTsuiiiption per head in the 

Fre-sideiicy ■ : , , ' ' ' 

A.-~r can get some figures i.o sliow wliat is .supposed to he uecc.ssarv 
ior each person. 

Q.— T think Id lbs. is the usual estimaie of the requisite amount. Tiie 
Madras coiisuinjition, ai'coi'ding to your ligures, i.s alioiit M 

A.~™Ye,s. 

Q."-“Can you describe l.lie meiliod by which you arrived at tliai figure? 

A.-~™]t cannot be acciirale, Imt the method is to take the amount of 
sa t wlueh goes out of the factory each year and divide it hv tlie population, 
taking into account roughly only the population which comsiimes Madras 
sail (mid u<)t Biunbay sail) and leaving out of account salt which is exported 
out of the Presidency, wliether by sea or by rail. 

Til— 69 



^Consumi^tioii of .s^alt per head of the population in 
dency and Indian States within its borders darings!: 392;> 


I. Total salt leaving Madras factories 
,, imported 


Deduct salt exported out of the Presidenoy 


Il.vPopulaiion of the Madras Presidency including j^fysore and 

:,^::.'OoOTg .. .. 

Consumption per hea<| ,* ,, .. =(X)-i,(]| 


Q. — A great deal of salt might go out from the Ganjam factory by road : 
would that come into account? 

A. — Yes, because we find out as nearly as possible how much, salt is 
exported out of the Presidency. 

Q. — Could y'ou send us a calculation shoot* showing how' the figures for 
last year are arrived at? 

A.— Yes. 

Q. — Have you studied the calculation for other provinces? 

A.— -No. 

Q.-— There is an ama^iing variation (from 7 lbs, to 28 lbs.) betvreen pro- 
vinces in the consumption imr head. 

A. — In any case, you do not get an accurate consumxition per head, 
because all salt that leaves the factory in one year is not consumed in that 
year; therefore, there must he considerable inaccuracy. 

Q. — lUit the fact that similar sets of figures show thab in one part the 
consumption is four times that in another suggests tliat there may be a 
large illicit supply of salt in other parts. 

A.- — Yes,- 

Sir Vcrcy Thompson. Q. — ^^Youkl not there bo a clifterence in the con- 
sumption of salt between rice-eaters and others? 

A. — I think people wlio consume rice use much more salt than those who 
do not take rice. 

The Presulent. Q, — The difi’erence between Bomliay and Madras needs 
some explanation. 

A. — I am. afraid I cannot remeinlier the figures for Bombay. 

Q. — You say: ‘Mt is significant that there are very few eases of illicit 
manufacture of salt or of attempted theft of salt from factories.’’ In the 
early days of the department, I think there were us many as 10,000 cases. 

A. — I believe so. 

Q. — It is not purely a matter of the duty alone; it is also a matter of 
obedience lieing secured to the fiscal law. 

A. — There would be more cases now, if it was really felt that the price 
of salt w^as high. 

Q.— Are pretty elaborate precautions taken as regards illicit manufacture? 

A.— -Yes, but even so very little crime is discovered, althougli there are 
still opportunities for illicit manufacture in spite of these jirecautions. T 
do not think illicit manufacture takes jilace now. 

Q.--For instance, you have a very large preventive staff for patrolling? 

A. — Yes, it is fairly large. 

Q. — ^\You1d you describe the process of guarding? Would ib be at all 
easy for a theft to take i^lace fi-om a factory? 

A. — There is a fence all round' the factory of pi-ickly pear or barbed 
wire and the whole factory is patrolled. The circuit of the factory or ]>atroi 
path is divided into beats and the place is patrolled by night. The patrols 
are obecked by superior officers. 


t!.e S'cS?"' «P '‘’lo^vccl to ,-einain ou 

to <li'yTt''kHUu-rrs’aTiili‘‘''itTs"'i^^^^ ‘■‘l ««'“e »i-c oilowod 

i»K Oil tho i^dij^s for t v^fivs “ ti’^dooiig ground after remain- 

Projcta,c?f'l\liil-l7?iioL'a“ ^’“’' 

A. — TliJit is tibotifc rigiiL. 

ra.ct<Sftsf''''" 2’Aoi/iii.oii,. Q.~Havc you a. nuiubor of iieou.seos at Uiose 

A— Yes; at most of them tliore is a great number of 11 , 0 ,,,. 

Q. Is Itiiiioro difioreiit iiom oUior faetoriesp 
A. — It is a luojujpoly factory. 

i. itliic casfSmt^tlm/l'hii^ly ctr‘tI,m''"elf"dt1i,!Sh::.r^ 

wlio/e'H4^i’ikef"fhe m7itt7.»7tnuirol'V‘’"^ T T" 

From the cl,-yiug g,-ouml, tho salt is' weigi/ed aiid ^ored Z a batSm?*'""' 

A. — That is so., 

<Sir i'crr// Thompsoji . (^).-_-\vhat do you moan by joint storage? 

" •vs\?c.!s,vr 

,A.--Yes. ■ ■ 

Q, ihe stufi is weiglioci into store and v.eigliod out? 

A, -"-That is so. 

he aco^S^rf’"""""' “"d weigh,., cut out l.as to 

A.— "Yes. ■' ' 

saltZ ]lH7i<A‘^defZniZd?^"’‘~^ Pay for 

a ZariLttt'7hi’h4^i7ir'anow^^^^ ™--’f-^ture.. and 

shal/tmrZt^ZlZ7!7ifrui^^^^^^^^ siSiZ 

A. The pi-ieo Is fixed )>.y Government. It is called the kvdivuwm. 

Q.- Is it a custoinarv price 

to yea^^tiilei 7uerer'^' monopoly factory lasting from year 

who '"77 Kh '!7 Eniiore there are Govenlment Inspectors 

too dZse. * * the right moment and before it gets 

A.— Yes. 

of sStT^^° '^“dhtr precautions where there is private inunuf;ieturo 

A. — Y'es, 




A.— Yes., witliiu liniitb. Tlic iiatu]-o of the soil auil the sit. 
liietory also affect the weiglit of the salt. 

tliffereiico in tu.sto lietuecii the two'-' Do 
prcici' light salt and some heavy salt? 

taste^’"^’ doubt if there is any ilifferonce betMceii 

Q- people ask lor a light .salt or a heavy .salt? 

A.— Not at all. I do riot think they mind. ' 

T/.fl 0.~Doii>t thev .snv il,„c ....a „ 


hOJlIO 


given the eeiour 
't care ii‘ it i.s 


big profit somewhere by getting particiilarlv light 
price cannot change with every small variation in 
to the niaiind. Jhe consuiiier does not actually nii 
he has light or heavy salt. • 

tiown Uie consuinor, he is going 

A.—The eonsiinier is ‘done down’ 
light salt but the consumer may gain 
make his norniai profit) when he gets a I’atiier 
tiio retail price cannot be changed foi- each 
Generauy S])eakiiig, the fact that the merclr 
Jiieasures out of a certain weight of salt I 

Q. But it won’t keej) down the ])riee of 

The Presuhnt, Q.—You speak of 
factories.? 

A.—Yes. 

Q. — Let us tab 
Suppose you have 
bag, respectively. 


when the niereliant gets exec, 
a little (i.e., 1he merchaiit 
heavier .salt than usnal, 
Miiali variation in 
'lilt is able to get a iiu 
keeps down the pj-iec of salt, 

u given (jiiautity of salt, 
competition between two 


caise whore you bave scientific system of graclimr salt 

54, 60 and 66 memsnre,s "o i hi', 
pose also you have ij ring which controls the prices 
id .sends out eiiii.s.sarie,s to the market at Baiio-,]ore 
ys^alt. soiling m that market at R.s. ,1 a ba^g ^4 
; would at once send dmvn to that market %ilt of 
measures and sell it at the .same price, i e I?s ,6 

a little more than before and the comsuiiier will lose! 






Q. — TIk'i-o ^^i^i he no eoinpetiliun in this ease. 

A.-~Tliai. is tlie fault of the ring. If there had been no ring, a coni t 
peiitor wouiil come and sell iienvier salt clieaper. Tlie man with the iighter 
Ksalt would then Imve to rediu'c liis }>rice, and forego his extra profit or he 
Would be unable to sell his salt. 

^ Sir 'Pen-ji TlKHii/fso)). W(‘ must assume that liy selling salt of gracle 2 
{M measures), the man is nialdng a fair proiit, but when salt of <>‘ra{le 3 
(00 measures) is ndrodiieed. the merehani makes more proiit, bec-ause lie 
sells more measures. What is the man with the salt of 54 measures 

to do F ' ■ . ■ 

])rol)a,])ly have to sell a, little chejiper and make a. little les.s 
]m>iit, he IS going to eoinpide with tlie man who sells the salt of 
tiO measures. The man wiio makes the profit out of the 60 measures salt is 
making an undue proiit. 

i4-~“““Bu( tlaj man nitli the (iO measuivs salt can alway.s umhu’sell the 
man wii.i the 5! measures sail, assuming that the cost of lirodurtion is tho 
same. ' 

I. tliiit lie Clin aliviiys lie cortain of ccitinti tlio 

bait with 00 measures and at tlie same jirice as tlio inau wlio has salt whli 
o4 lueastires. ,1 hen in that case salt with 60 measures is the normal salt 
of the inarki’t and the retail price of it will he fixed hy the cost of iiroduclion 
plus the profits of the inercluiuts. 

The Pn'si, lent Q — Push it down to the actual cost jihis duty. While the 
Ilian with the salt ol .I'l uicasiires will ho selling at actual cost plus tho 
uut;^ , the iiuin with the 00 measures salt is still making a piroht^ 

A. --Yes. 

Pir Q.— Let us suppose that tliese additional measures 

are got hy sirting. 11 you agree that tlie priee is determined bv cost of 
prociuctioi) plus normal profit, liow in the world can cost of production phtn 
uornmi profit on sifted salt ]>e less than the cost of production plm normal 
profit on non-siltea salt? 

A, Quite so. In the .sHtecl salt, the cost of production is more. 

Q. Jhereloi'o, in the long run, the price to the consumer will be more. 

,, A to say, ilio cost of production for the man who Imsidt 

the silted salt O-e., o4 measures) will he le.ss: he can afford to make a 
pioiit stjli, hut the sixty man, in oi’der to get his ])r()lit must eliar^^e more 
because Ins cost of production is more. ’ 

ri follow that ho can iiiidorsell Let u.s .xupimsu 

that the dilforcncc hetwoon .>4 aud 60 is 6 wmsto: if they sell at tj'c Vaiiic 

l)rice, they make the same jirofit. 

A. That is true: there is probalily very much more waste. 

The FrcshPiP (l~-Normn\ly all-round price of salt in any .market 
ju which sifted salt is on sale is higher than it need beF 

A. — Gertainiy. 

Dr. Q.—- 1 iind the measures for light salt to be 52 and for 

heavy salt 42 measures. Obviously, if tlie price of salt is the same, the 
man who sells salt of mcasui’es o2 gets more money. 

A Yes but those are extreme eases. The man with the 42 salt can't 
allord to sell at tlio same price as the man with the 52 salt. To cr^t his 
profit he must charge more At an enhanced price lie will probably be unable 
to sell Ins salt and he will lie driven out of the market. Ordinarily, innv* 
01 , in a paiticuiar market diifereiit salts will only differ in wei<^bt by two 
or three measures. 

Q.—Tn the other case, the man wili he forced to raise his price: the 
man wlio maiiulactures heavy salt weighing 42 measures does not siftF 

^ A.— I am jissuming tiial neitliei- the 42 nor the 52 salt is sifted. If tli- 
eO- salt IS siffed and the 42 not silted, the cost of production of the 52 salt 
will be more ami tlie merchant cannot afford to undersell the 42 man even 
though he gets .more measures out of his salt. 

The Prcsiflcni.—lhuiYaB lias occasionally made spasmodic efforts to sift 
but it has never succeeded; in iJombay salt is graded; what the luerchant 



asks for is salt of grade so_ and so. In Afadras tiio (irsi done wkon 

to tho J"«”.V iiiciisures coino 

Sir Fercij Tlwrii.pson. Q-— .Is it not a. fart that a j)iirti( ular arad<.‘ donoiuk 
Oil two 1 hi ng.s :• first of all, the iiatuj’ui {iolitness or jienviiu'^s of the salt in 
' ««^coiHlj,y, the measure of the sieve Ihrougli uhieh it is 

to the second proces.s is not done in Madras. It must add 

to the cost ol production and therefore to the retuii price of salt. 

i/ifi Presklr^L Q. ^In an.sa-er to Q. .53 yon sav: “The incidence of the 
k1* f f (»"' “ay he taken to be. ivitli the salt tux^'at 

r 1 I ^ ’ 11 T hgure is ealculated liv^ dividino- tlie amonnt 

ol duty collected on salt u-ldeh leave, s the factories l,y tho poinriation.”, 

:.A. — ^Yes, '■ 

Q.— You ssay: ''Goyermiient is iiudei* an obligation to see that th^ 
people get a reasonably pure article and that tliey do not pav an unduly 
lugli price for it Clearly, one method of achieving this ^ double obieet 
IS to nuiLe salt a Government monopoly.” And von say. “i cousiclor \oo 
that the Government monopoly of a necessity of life is' objoetioiuibie on 
political grounds. \ou oliject to Stale socialism? 

A.— Yes* that is the liindainental objection, 

Kliurtgoda.hdch''^'"" ‘■•'^hihiled at Sanibliar, 

is tlds'~^tiil"nv°V'^‘'“i'il 1 object to it 

A' ! Vi away with p»nvate enterpj-ise and (*onseouentlv 

1’®“/,’'° “'*'a'''’wahl,y and iniiiiinise their genend 
l?‘‘y ; «'™'‘<ily> it 1« imiiruct-cable. TTio salt trade is 

nuite a big thing in Madras. 1 do not tliink.it is practicahlo now in Madras 
liecauso you have got too many vested interests. i'l.uuas, 

, Q.— Would you agree that in that luilf of India ivlicre salt is a nicnonolv 
prices are lower and steadier than in tlie oilier half? 

assumes that the price of salt iu_Madras is umlniy high and 
hf Mtdi'as. ' prices. 1 luu'o never iiearcl of any eoniplaiut 

quesWou 

A.— -Ihey do not fluctuate. The difference may be as lietween different 
places; but fluctuations do not occur from year to year in any one ulace 
unless there IS a salt famine at a particular place hx th fell SseTalt can 
f paces when the price of salt under whatever systeai 

rt IS being nianufaetured and distrdnitod will rise owing to transport char<Tes 
Even it it 1.S a nioiiopoly, Goveniinent must charge foi- the transport if it is 
to run the business ecoiioniically and not sell the salt below Xt ff nrit 
duction pins transport. Of course, there may bo some difl'oveiice bet weci?tho 
iTtiietame “ ‘ clitfevoiice; but it will always 

2/ie Veemlctd. Q, The high railway freights have a good deal to do 
with preventing the salt travelling a considerable ilisiaiico.'’ 

■ A. — Yes, 

Q.— Is it not iiuieod a fact that years ago it xvas a imiti or of constant 
aiixiG y wliet her the entry of Bombay salt into iUudra.s would not invf vc 
tho closing ot the iactorie.s iii Madras.? ““one 

,1 sd_t does not now com© into Madras o.vccpt to 

places on the A\est Coast which are nearer to Bombay. ^ 

GovSnmm.t^of®In1iS"' question for Iho 

A. — Yes. 

Q. \oii say it is not practicable to Introduce monopoly in lladras. 

' enormous expense. You liavo large licensees now ' 

who have sunk a large amount of capital for xvhicli they liave not vet got 

S.™ « "5 S ® '“«• "f”" 
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Q.— NeaHy all of tliorn are boimd to sell yon at a fixed price? 

A.— No. Loss than halt cl' tJiein. 

that lojive a fail* iirofit? ‘ 

A.~™-\os, it docs; hnt wo yei*y .seldom demand salt from them at tliis 
nxed price. 

yon hardened your hocirt and enrorced it, it is praoti<!aTdo to <rot 
control oi the wiioh^ market. i 

A.---]t mlirht bo practicakle to get control of loss than half the 
market m tins way. 

Q.-™~(.’ould yon give ns an idea of the system of accminting? At 
mil at stage do you fii-.d begin to account for the 'salt? 



Tilo actual price of salt 

DeeaiLse tlsore i.^ ] _ ” ■ 

■\Valtair, Kajahnuiiulrv lia.s'to’ 
aitiereiice hcn\'erer is not the 
mimdry, !)ceiiuse Eajahnnmdrv ^ 
tail*. It is ronghly tJj 
the nearest factory. 
coiii*se liuich luore tin 
niimclry. Tlie actual 
3t is about 10 annas ; 

The Prcmlenf. Q. 

Biarket. especially ’ 

A.— As a .matter oi‘ f 
lactone.^ are iio^i 

Q.—Woiild not t] 

A.— They might. 

„ 1 Q-— You say tlint tlip 

Calcutta. Have voii 
Irom ^laltair to a. town in Bengali 

A. — Xo; I cannot tell yon. 

Q. TJio^ diherence lietvv’oen tlie pr 
Madras js v annas. Do yon think tli 
to ( annas a inannd ? 

^ A.— .1 do not know wliether 10 a 
tinnk by rail it will cost that, though 

The l^esident, Q.— You say 
salt ^ on the market when the prices < 
inso. And you \^-ould have no monopoly 
By tile time tlie pric^es show a tendency 
your monopoly salt. 

•x A’ is just the time von 

It cheaper than excise salt. 

Q,— M'oiild it not be si 
market at j _ 
ntargin of profit? 

. A. —Then ^ 

fering unnecessarily w 
price which hears 


ycir.. ;;-;f 

s.ut Cannes irom. a neaiw factorv fb‘vn ‘W-i 
Thr\^' transport ihom Kaiahmmuliw to Klnrn’ 

riie eo.st 0l tnui.sporl from WtUtitir 'to Culciitb if^f 
.nji tlie cost- ol tnuispoi-t from Pemmifdnru to 

, t. .ris'rs. £ 2 a»' 

■lie bondocl warelimise.s help tliein p 


aunas at Waltaii 

tramsport charge.* 


It in 
come 


tias , IS : tile, ' correct figure : but I 
by sea it' ma,y cost, a., little less., " 

1 ■ P«t ' , .monop,c:>ly 

. excpe saj.t show a , tendency'"' to 
actories'' adjacent to excise, factories., 
io r.ise,' .yo'ii may not be" aide' to, soli.' 

can sell ' it,,." because ' you," ca,'n.,,'sel] 

- npler to keep inoiiopolv 'Salt ' sfo'"' 

prices ivlncli would allow tlie excise manufacturer 

you^^would be competing with the exeise 
--ith their trade. You woiilcl i 
- x-x- £ I’chition to CO.':.! of ijrodiiction '( 

petition of different excise licenseo.s keeps the nrir*p 

no necessity to .sell Gorei-.anout salt for tllis pm-pSe. 

Q.— Is there any niiderstnnding among those licen 
A, — No; certainly .not. 

,'?(r Percy Tknmpscn. Q.— Ho ymi ever sell mononol 
tlio price paid a.s custoiiH duty? monojioi 

A.— No Somotiimw in the case of n’d stock ire so 
«)st of production. Yon cannot „11 it n„!c.s v,m .sell 
V, ith the excis(‘ lu*enseos. 

st'in.fw.f n scheum of control 

AX XI retain a leiex^ lor a vchu*. ou a proportior 

ail Idgh? optioi/ tu iall^ i 

A.— The sdicme is tliat Government can at an,! 
year buy the salt oyer which they have a lien and sell 
as to hov^ iimeh salt li any, Governmenl ivish to have a h 
ior each fatdory at the lieginning of the vear, tim liinif’ 

tlie salt It 1 .S the property «){■ the lieensee.s, and aoveimn 
want to have a hen over any of tlio now .salt for tlio nex 

Q.—ff stocks were sliort and pi-icos were liio-h won 
howl from the excise licensees. WnuLI . 


on the 
a sufficient 


:it Je.ss tli ail the 
t in ct>ni]H'‘tition 


\ j '• 'USB" ' V' ■ • ...V 

Dr. Faranj'pi/e. Q. — Govenniient will ho free to introduce a condition 
that Govorninent can take it over whenever they like, if you hud that 
they are forming a ring and charging unfair pricea to the consumer. 

,A.*y“TIiis the condition, blit it is limited to the amoiwit which at the 
beginning of the year Government considered it necessary to have a Hen 
over. I do not think it is necessary to go further, because there is no trace 
of a ring in Madras. , 

y/ie ^ Prcmlent. Q.— That is an ontcomo of the large cultivation of 
salt during the War; prior to that the prices were common. 

A.“Yes, 

Q.— You say that Government ought not to he a profit-maker, but 
you do not like Government selling at the cost price. Have you studied 
the Japanese arrangements where they actually abolished' the duty 
but retained the Goyerninent monopoly in order to prevent the price heconi- 
ing' too high? ' 

A.-— My point is that I do not think Government should depend on 
trade profits for its revenue. If the duty was abolished OnveniniGnt 
would lose tlm re^a^nue, and would have to make it up by profits out 
of the sale of their salt. The profits would have to he large to make up 
for the loss of duty. 

Q.— Supposing you abolish the duty altogether. Bo you think the 
consumer ivould benefit by the wdiole amount of duty? 

A. — No, I do not think so. 

Sir Ferey Thornpfion. Q. — ^Why should not the consumer benefit? 

A.-— Certainly he would get salt cheaper. But 1 doubt whether he 
would get it cheaper by the amount of duty. It is already so cheap that 
the merchant would get part of the benefit. 

Q. — Surely the force of competition would do it. 

A. — Of course there will he a reduction. I do not think there will be 
o much reduction that the consumer would get the whole benefit. 

Q. — Generally speaking, when you put on a duty, the jirices rise by 
more than the amount of tlic duty ; hut when j’ou take off a duty, pricas 
fall by more than its amount. 

A. — I do not think this would be the ease with salt. Salt is sold so 
cheaply that to give the poorest consumers the qiuaniity they wmnt at one 
lime would involve at a reduced rate charging them fractions of a pio. 

Q. — Duty adds to tli«3 cost of production? 

A. — Yes. I say prices ivoiild necessaril 5 ' fall, but not so much. 

The President. Q.-— Wo coma to the question of the supply of salt 
to Bengal, Bo you think that Madras or Bombay could supply the quality 
required? 

.■ ,A.--^es.' ' 

Q. — The trouble is that you can’t get over the transport difficulty, 

■ A.— Yes.,^,„ ■ ■■ ^ 

Q. — For that you would impose an import duty? 

A. — Yes ; because for Madras salt to compete with imported salt you must 
either reduce the transport charges from Madras to Calcutta or raise the 
price of imported salt by imiiosing a high imiiort duty. 

Q.—- You say that would not affect Bengal, because the market is 
liable to violent fluctuations and in the long run a steady supply of 
local salt would he cheaper. 

Q, — Have you any evidence to support it? 

A. — The only evidence is that the price of salt w^ent to a high 
figure during the War. 

Dr. Eydcr. Q. — I want to raako one fact clear. Fore’gn salt comes 
into Calcutta on account of cheapness of freight. Does not that show 
itself in any reduction in price to the consumer? I understood you to say 
just now that the price at Wmltair was 3 annas and the price in Bengal wius 
10 annas. Oliviously the cheapness of the freight is no benefit to the consu- 
tner in Bengal. But it simply enrhihes the importer* 
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A.— I do not think it 








gradoi!.. You cuiinot i'uree a consumer to buy a particular kind of salt, I'kc 
consumer does not care for anytiiing, wliother it is light or heavy, but onlj* 
cares for the price. 

Q.—You say tluit the sejuiratiuii of the departments has resulted in an 
increased efficiency in salt work. Is that so with regard to patrolling!^ 

, ' A.— I think so. 

^ ^ Q.—l’hen you give- us a note on the ^^upp!y of salt to Bengal. You say 

it IS anpossiblo to speak positively before a thorough examination i>f all 
possible areas for salt maimfacliire along the coast has been undertnkon. 
You suggest that the wliolc supply should bo taken from Sludras. Thai is 
raihoi* an extraordin.'n'v case. 


■ Nol^ody hu.N si}gge.ri<:Hl that Biiadras or Bombay or India should 
over attein])t to secure* the wliole market. 

A. — Yly point is that ^ou cannot compete with the imported salt. Y"oii 
iniist stop it altogether. You have to put on an import doty if you 
wash to supply the Bengal market. 

Q. — You contemplate the stopping of all import- l»y ]iigh duty, hut would 
not that result bo oldained l)y simply giving the local salts an advantage 
cither hy duty or subsidy F 

A. — YYs ; hut Government -would lose revenue. 

Q. — Then you say that factories -would have to be nearly doubled. That 
wmiild mean a large recurring expenditure. Actually one big factory does 
not necessarily involve largo increase. 

A, — By doubling the area of land under salt cnltivation you would 
not dou])le the expenditure on guarding necessarily but you 'would iiicreabO 
it very considerably. 

Q. — ^You can make a corusidcrable increase in your larger tacbories. 

A. — ^Yes; but the capital cost of forming salt panS; even if additions to 
existing factories, -would ])e very large. 

Q. — Wliat exhausts your money is the petty factory. 

A. — That is true. 

Q. — You are a'lvare of the Bunn of Cutch -where you ImAe 100 square 
miles 'which has got the purest salt? 

A. — I do not kno%v about that. 

Q. — •Y'ou have ports in Kathiawar from whir-b >'ou can inqxjrt it. 

A. — I do not know” that. 

Q. — ^Wiiat is the justification for supplying duty-free salt for lisli- 
curing? 

A. — 1 think ihe justification is to encourage the iridu,^ti■y. 

Q . — If a vegetarian tnlce^ salt lie 'will have to })ay duty, but if lie is 
a fish eater he escapes the duty. Is it logical? 

A. — do not think it is logical. 

Q. — ^^Vhat is the amount ■^vhicli the Government of India lose on aecotint 
of that every year in Madras? 

— Nearly three lakhs and a cpiarter assuming the rate of duty to be 
Bs. 1-4-0 a niaund. 

Q. — ^Tiiere is nothing corresponding to that in anj^ other province? 

A. — ^Not that I know of. 
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mv, lar, T, I.C.B., Commissioner^ Madras Corpora tion^ was 

again e:&amined and gave oral evidence as follows : — 

Ihe President, Q. — ^Yoii coudiictod the Madura Settlement? 

. - : ■■ ^ . : * 

course ot that settlement you made some proposals ia rola* 
Uon to the taxation ot non-agricultural lands? 

A.-~I did, 

enough to run tlirough the reports of the 
feoutli Arrieanj New Zealand and Australian Coniinittees with a view to 
seeing how far you think those princij)les could l>e applied to a rvotwari 
province? 

A.—Yes. 

to t]^*~clmmittee ^ T^'ough note which, as desired, I will read 

(The President reads the statement of Mr. Boag.) 

Sir Percy Thompson (after reading the first paragraph) Q.— Y'oii should 
have done that when you classified the soils. r / >2 

A.— That was simply to see tliat the original settlement was fair and 
to see that it did not need alteration. 

Peiranjpye, Q, In any ease, a {ii'st-class soil will alwavs he rated 
higher than a second-class. 

A.— Yes: in the case in point, in the district whicli 1 iuid to settle, a 
large irrigation project liad been introduced and it was possible that tlp‘s 
might have altered the comparative value of the soils. 

Q. It was just to check the original classilicutions? 

A.— Yes. 

The President. Q.—Wliat is going to he the future of the MadviiS 
land revenue system if legislation is imposed which results in iiiuiiing all 
iiKweases to 18| per cent and making the rates for iutlividual districts, 
and not the rate of taxation tor the Presiclencv, subject to tlu^ ^oto of the 
legislature? 

A,.;; I should think that the practical effect, as far as resottleiueiit 
operations go, would be that they will be restricted to seeing that in the 
30 years’ settlement prices have risen hy something more than ISf per cent, 

' Q* — 111 other words, each settlement will be a foregone conclusion. 

A*— rYes, subject to the rise in prices. If prices have only risen by 15 
per cent you are not going to put the assessment up by 18| per cent* 

Dr, Paranjpye. Q.— You would use the ratio I.82- per cent onlv in cases 
Where the assessment reaches the half not assets limit? ■ 
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A. — Tiio asse.^sjueiit fixed ah present is less tliuii the yaluo ol lialf the 
net produce; and it folloirs that if prices liave risen and the assessiuent 
is raised, the resulting assessment will still be less than the value of half 
the net produce. 

Q^. — S up x>ose at, present the rate of _ assessment is 4 annas and priceS' have 
Hot risen during the last 30 j’ears : in that case, would you advocate an 
increase in assessment?, 

A, — Certa,^inly not, because .any increase' in 'assessment can only .follow 
from a rise in prices. . ■ * 

Q. — Ttiei’o arc some districts in which the assessment may he 6 annas 
In the nei. assets, some others in which it may he 4 annas: in order to 
level Ilf) the rates, would you make an increase? 

A. — 1 ]n*e.su!no you are taking 4 annas as a jiroportion of tlie produce. 

Q. — Would you make use of the 1S^| x>er ceiit at every i liter's' al of SO 
years to level up tlio assessment to the same pitch? 

A.- — ]’ understand you to say that 18| per cent is to be tbe raaxiniuni 
at any settlement: if so, the only means of levelling ui> ivould be to take 
18=1 per cent as your inaxiniurn iii crease and, in the case of the fields which 
already approach nearer the half net, take something less. 

Sir Percy Thompson . Q,-— Suppose as between two settlements you had 

to limit the rate. Take the years to be 1, 31 and 61 : In jmr 31, you limit 
some of the land to 181 per cent and, therefore, compared with other lands, 
it is underassessed. During the next 30 years, there is no rise: would 
you still allow the 18| per cent to operate in the 61st year so as to bring 
those lands to the same level as those lands which were sul) 3 ect to the 
operation of the 18| per cent before and were therefore underassessed? 

A. — I do not think you could do that if there had been no rise in 
prices. 

Q. — By hyxK) thesis, your assessment in year 31 which was limited to 
18'^ per cent was too low. 

A. — Yes, Imt are you justified in putting that rate on a generation 
..i . ■ later? 

i The President. Q. — The legislation contemidated is that at any setiie- 

« nient there shall not l>o an increase of more than 18| jw cent over the pre- 

? vious settlement? 

f A. — ^Yes. 

I Q. — And the settiemeiit will be solely on the basis of the prices vithiu 

I the last 30 years. 

|. A.— That is so. 

; jji\ Panaijpyc. Q. — Sup|>o.se there are two districts, in one of which 

at present tlie' pitch of assessment is 4 annas per rupee of the net assets, 

5 and in the other (3 annas per rupee : there has been no increase in price 

during the 30 vears. Now. are you going to use the 18| per cent increase 
; in the case of one district and not in the case of the other in order to Uring 

' those two districts to a level? 

' — j tPj )iiot think you can u.se the present system very weii to bring 

one district on to a. level with another, because under the present system 
each district is taken entirely by itself, and the series of years on which 
you calculate your prices are different for each district. 

— It Is acknow’ledged that different districts are assessed at different 
rates; consei|ueutly, in order to have a fair land revenue assessment, you 
must 'have all the districts rated at the Si^me pitcli. 

The J*resident. Q.—If this legislation is carried out, those inequalities 
will be carried on to perpetuity. 

A, — I think that is inevitable. 

Q.— What do you contemplate ’ivoiild be the result on laud revenue 
generally of the introduction of such legislation? 

A. — If w© keep the present system? 

— It would perpetuate inequalities so long as the increase of prices 
' continue as at present, and it would b© an expensive way of arriving at a 

foregone conclusion. 
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Q. It might create difficulties in liaving tijo Ic^iblaiiT© hrirltr 
not a tax on the community as a whole, l^nf a tax on singlo^^fc 

A. — ^Yes. . ■ . : ■" 

» S; rsrssLf 

A. It can undoubtedly be done: but here the aelual uroce^^ses oF 
fi^ettlemenr ** " i as* 

Q.— Would it cost more? 

A. 1 do not- see wliy it slioiild cost Uiore. 

T/ic Mahamjadhii-aja Buhi-lur uf Biinlwa),. Q.—lf it wore to f^osi 
iimoli, do you think tlwt tlio haJuiice of udvaiuago would Ijo in tiivour of 

Cldr‘"““ parts of the 

. tliiak the halam-o of udvaiitugo is in I'ai-our (.f a hvoteiu of tax-i- 

tioii ol values, li tlio cost be the same, ‘ ^ 

Q.—Your personal opinion is that an asso,sinont based on a valuation 
ol the land made according to one of the systems now prevalent in other 
parts of the world is preferable to the existing s^’stem? 

A. 1 think it is more satisfactory certainly. 

y/ic Frcsidetii, Q.—On the ground that it would b (3 uniform, would bo 
voted as a tax tor the Presidency as a wliole and would be useful for other 
purposes. 

A. — Certainly. 

The Maharajadhimja Bahadur of Burdiran. Q.— Would such a change 
welconm it?^”*' politically with favour in yonr province and would people 

A. 1 find it difficult to answer the cjueotiou ; 1 have not discussed it 
with anybody. I do not see any reason why there should he any political 
objection to it except a general dislike to any change. 

u 1 been acciistonied to paying land revenue in u particular 

!fAnV? system ivhieli is now prevalent in other parts of Sie world 

nould, in the bepmiing, be looked upon as a novel system; but apart 
from its being looked upon politically with disfavour, would the people fare 
TTOi-se or better, that is to say, would the incidence per head he more or 

A.— As far as the incidence per head is concerned, I should think it 
would remain about the same. There is one point I should like to mention 
i.e., under the pr^ent system every landowner knows from the date of 
a resettlement exactly what he will have to pay for the next 30 years; under 
either of the systems which have been suggested, he would not have that 
because the tax might be raised every year if Govei-ninent went 
Siiorti ot iiioiicy, 

Q. I tliiiik even in temporarily-settled areas in your proviuce there is 
a general desire lor permanent settlement. 

A.-“-There is. 

Q.— Apart from iaudowuers in teuiponii-ily-settled areas, do von think 
that the tenants would favour any scliemo of settlement under vdiicln they 
would be subject to a change in the rent-roll everv year.^ 

A.— No. 

Q.~~Supposing a ryot knows that ho would liave to pay 10 every 
year for thirty years: probably under the new system, the assessment 
might remain the same; still, if the ryot has a feeling 'that one year it 
might be Bs. 9 and another year it might be Bs. 11, do you think ho 
•would welcome such a system? 1 think he would rather prefer a tax that 
remained stationary for 30 years whether it be Bs. 10, Bs. 11 or Bs. 12. 

A.— The element of certainty is a point in favour of the present system. 

Q. — ^It is important to know what the average ryot in your ryotwari 
tract would feel in the matter, ^^his kind of settlement' w© do not 
have in Bengal. 

A.— I imagine the ryot would say that he wants a permanent settle- 
ment; failing a permanent settlement, I think he would say that he would 
prefer to go on as ho is. 
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^ J)r, Paranjp!/e, Q.— Alth<>n^ 2 ;b the toi 
fcained nught romaiii the same, it would b 
Diirdou. We have been told tliat iu the M 
vanes aiiything .from about, 2 .annas in the 
toe net assets, 

A« — ^Ifay be.' 

Q.— When : "tve ^liave ' yon,r "system, ' the 
the people who pay at 'present 2 annas will 
hand, people who have been paying 6 an 
would benefit, others niiccht suffer. 


’ unuiti Oi Lue ieast vania Die land would pay 

Jhe President. Q.—lf one district is very much underassessed as com- 

.'. A. — ^Yes. 

_ Q.— The district that is underassessed would object, and that which 
IS over-assessed would welcome it. i , a tv men 

A.— I do not admit that any district is over-assessed. 

+■= f a flat rate, you would admit that some 

distiicts Vrili benefit and that some others 'will sulferf 

poorer land in each district might get off 
more lightly than it does now while the more valuable land mav ha\m to 
pay more. ^ 

between district there any relation between land assessments as 

^ matter of fact, I think there is. I do not think there is vorv 
much difterence between the assessment in one district and thcat in another 
but 1 only know a comparatively small part of the Presidency. ' 

Q. -Si^pose in one district yon get a settlement which gives an in- 
crease of 6/ per cent which is reduced to 18J per cent: in a district 
'sviiich was^ settled botore, siipjiose the increase was 37 per cent and ifoii 
ordered *.o per cent to be taken. One would suppose that the former 
district vas underassessed compared to the latter, while tbe actual calcula- 
tion would show that tbe former district would pay more. 

. A. — ^Yes. 

I)i\ Pu?’ai?;pi/f;.---Gujarat is heavily assessed: on the other hand, the 
jJeccan and the Sontliern Mahratta country are lightly assessed. 

The President. Q. The policy of assessment has valued from year to 
year f' . 

A. — TJndoiibtodly it has. 

Q,— Would you prefer a valuation of annual values or capital values? 

A.— I do not quite see how you could arrive at a valuation of annual 
valuas. 

iSb‘r Percy Thompson. Q. — How can you get the capital value without 
arriving at an annual value? 

A. — I should think that you could get at the capital value from the 
actual value of lands which have changed hands. 

Dr. Paranjpye. Q.— Land is priced, not only for productivity, but for 
various other purposes? 

A. — If you take the capital value of land, all these things ought to be 
taken into account. 

The President. Q. — T understand you would arrive at it by taking the 
tara/n in wliicli the land is at present classified. 


Q. — Practically the valuation would be for a tarani and would be 
or less uniform in a village? 

A. — probably. 
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Q.— ^Miat you do would be to take tlio valuation of 
tlieti try to aBcertaiu by registered documents wbat the v 
ill that taram. has been registered at? 


Q.““How do you proceed to get the annual value of land in a oarti. 
cular taram ? i ^ 

A. — suppose you would have to try and find out the rent of the 
land in the particular fararn. But there you are up against the difficulty 
that a very large proportion of agricultural land is rented not for a fixed 
suin of money or for a fixed quantitj’ of grain but for a share of the cron 
whicii varies very much. ^ 

Dr. Paranjpye. Q.~At half shares? 

A.— Half, one-third, one-fourth and so on. I have known of cases 
where it is as much as three-fourths to the owner. 

Sir Percy Thompsori. Q,— What is precisely the difference between net 
assets, the rental value and the annual value 

A. — There is no difference. 

Q. — You say that the net assets are ascertained over the wdiole rvotwari 
area in the Madras Presidency? 

A. — In theory, yes. 

The President. Q.— But the net assets are valued with reference to 
certain standard crops irrespective of what lh6i> land is used for. 

. A, — ^Yes. ■ 

Sir Percy TMmi)soih. Q.~Do you agree that the capital value iu the 
case ot agricultural land must bear very nearly a constant relation to the 
mnd revenue? Capital value is the .capitalization of future profits and 
future anticipated profits. How would you ascertain what those future 
profits would be? I suggest that what is sold is a piece of land which is 
subject to land revenue. If you are going to abolish land revenue, then 
your capital value will become entirely different. 


The President, Q.— Whether you are proceeding on capital value o’ 
annual value, you are enquiring into tlie other and taking the results 
A.--Yes. 

Q.— With regard to the question of improvements, I think this is oh* 
only province which takes them into account. 


The MaJiarajadhiraJa Bahadur of Bimlwan. Q.— Suppose a tenant in 
the ryotwari area made an improvement by way of digging a well within 
the period of settlement, it is not taken into consideration at all. 

A.— Yes. If we find that the land yields a better crop and is more 
fertile, we say that we will not charge it a higher assessment on account 
ol the increased fertility owing to the improvements. 

The President. Q.- — ^Practically the only allowance fcliat vou make is for 
a,, well? ■ ■ ■ ■ *■ ' . 

t • suppose a good farmer has mamired 

Ins land heavily, we should not on tbat account raise the assessment rn hh 
field. 

Dr. Paranjpye. Q. — How long 


do you exempt these iniiirovenionts? 

A.— In Madras they are exempted permanently. 

The President.^ Q.— If your valuation and the application of the rate 
showed that certain lands have been considerablv underassessed, do vou 
think that political pressure would be brought to' bear to such an evtent 
that the Government will yield to it and alter the vainatioiiP 

A. — ^I do not see how they can alter the valuation. 

Q.—You do not consider it desirable that the present inequalities should 
, be perpetuated? 

it s^ms to me that if the Govoniment sends out a staff to 
i value the land and provided the valuation is done satisfactorily, the valuation 
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Sir Pervy Tlumujuuu , Huj>jj().se you luivc this capiiai value &;ysteni 

and you do find tlud. in coi'tain oases ifc does result in an increased aHsess- 
jnent. Now, the politician wlio now says that it should not he increased 
more than 18| or v’hatever it is, would he not then, for the same reason — 
whatever it be — raise Iiis voice if you have got the capital value? Why is 
lie going to take a different attitude then? 

A, — One way of uieetiiig that would be to limit the amount of increaso 
that they would take. I do nob see how they could say tli at you should lower 
the valuation in a.n aidutrary way. 

Q. — Now the politician conies in and says; You shall not increase the 
tax^\ Will yon not he in the .same position as in the other case? 

A.— Yes. 

The Peesulenf, Would it not he more difficult for the politician, 

when you have a unifonn rate of tax, to make a different case for exempting 
on© particular ease? 

A. — T think it would remove tlie danger of differentiation betweeii dis- 
trict and district. 

Q. — Can yon dofinitely say how the rates on similar land in diffoiasit 
districts actually in force at the present day compare? 

A. — As I said just now; in the few districts that J have seen, there is 
very little difference. 

Q. — There are no data by which you can effect a comparison. 

A. — No; unless you examine tlie various settlement rei)orts. 

Q. — ^Would you mind developing your scheme? 

A. — You have got for every district a table of rates based on the pro- 
ductive capacity of the soil; and, as far as I know, the only reason why 
the rates in one district differ from^ those in another is, hocause the couh 
mutation rate was based on the prices prevailing in a different series of 
.years., ■■ 

Q. — Is the difference not also due to the fact that, as another Settle- 
ment Officer said, whereas the conimutatiou rates are based upon normal 
food crops, a lot of these lands liave acquired a special value because of 
the industrial crops? 

A. — That I do not know. I know that in a great part of Madras 
cotton is grown. But cotton is never growii twice running on the same 
land. It has always in rotjition with. a. food croii. 

Q.—Aro there not cases in which the ])i*ncess of adjustment following 
the settlement classification has been altored for rtuisons not ap]>lienhle 
to the classification at all? 

A. — ^^Yes, that is so. "But my point is juiher this; that after all tiieso 
things have been carried out, you do get a. table of rates which does fairly 
represent the fertility of the different soils. As you go down the table, 
the rate repi'e.sents for ea,c]i. fa ram a fai]* proportion of the net proceeds. 

Q. — You modify that table of rates witli reference to the further com- 
mutation table taken for all the districts? 

A. — I ttike the same .series of years for all districts. And if it is 
brought to notice that in any particular place the rates were unequal or 
unfair, there will be a >special enquiry into that. 

Sir Percy Thompson. Q. — The advent of a railway, for instance? 

A.—Yes. 

The President. Q. — Having standardi.sed your assessment throughout 
the Presidency, would you then advocate income-tax on large agricultural 
incomes ? 

iiave been thinking about that; and 1 find it very difficult, un- 
less you are going to assume that the agricultural income is a certain per- 
centage of the standard rate, to arrive at the income. 

Q^_™-You may have some such assumption as they have in England. 

A.-— Yes. Of course, the difficulty here is that in so many cases the rent 
is a share of the crop. 

Q „„Yoii may take a fraction of the land revenue subject to the option 
of jiroducing accounts. 

A. —Yes. 
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Q.— On that basis, would it be more or less difficult to aspertoJ„ „ • 

cultural iiicomes than it is to ascertain incomes from trade? " 

shouId'lhYurft SldX'Sier!^ ^ «~nent, I 

S*'"® ,'4® idea how you w'ould find out the ■oorc-,^ 
hable to income-tax on his agricultural income alone and a person ^llnWa 
to income-tax on his agricultural income added to trading incoiLp “ 

A.— I suppose you will have to rely upon your village officers to 

SfaiulZ^nt risfesSiS. *han‘^i 

fl ;Pfc?/ 2'^omj5Son. Q._But would not there be eases ranging from 

villager^^'’* ^ think you could get all those cases returned from the 

The President. Q.— Actually you have a record of all land assessments P 
: : A,— Yes* ■■ 

has a small area of land, you would 

alwajs have his name in the original village, wdierever he mav reside. 

A. — Yes. 

oiul '^ioS"%gisfcr’’ ' do you mean by the paragraph at tl,e 

all th^Tlgkters oflaSvl^s!® is bringing up to date 

Q.—- In other words, they are not so at present? 

^ A. In many eases, they are left from one settlement to the next. 

Q. Would not that he rather a slender basis to assess income-tax on? 
A. ^Yes; you must devise some means for keeising them up to date. 

■ keeA'.S*“., Sl^L” ■’"* «*<»» *« 

A. — They all have private registers. 

Q. May we come to the question of the separation of charge for water 
from land revei^^^ It has ])een suggested to us that if this new legislation 
IS intiqduced, m so far as the combined charge for water and land continues 
and iiy so far as, in the case of all new works, you have to introduce the 
water-rate because the combined charge would not pay the cost of 
^ an increasing divergence between the charge for 

yatei on the older lands and the charge on the iiew’’ schemes 
:^A.---Yes. v,;,': 

, Q,— And the only way to make things fair, if you have this 18# limit 
IS to separate the charge for water from the charge for land; otheinvise the 
the^rit ^ perpetually underassessed when compared with 

* ‘ but I have not been able to see how in the case of the old 

iirigated land j^on can separate the charge for water from the land assess- 

The MaharajudUmja Bahadur of Burdwan. Q.— It has been sue"-esti>tl 
to us 111 certain quarters that although it may be desirable to separ^e^ho 
two the water-rate and the land revenue — owing to certain practical dilli- 
culties, it would be better to leave things as they are. You have stated 
just now that you luwe also taken these difficulties into consideration And 

be prlrtiSlirpossibkf 

A. I do not think it is practically possible. 

The Tresident Q.— The alternative is that you go to a district which 
IS nour grossly underassessed because you are taking a share in the water 
never going to raise the assessment bejmnd 18| per 

■ assim^t should cSui' " ^ consolidated 

' > I I 1 ' 

i ' we come to the assessment of non-agricultural land.s.P Could 

j.^you tell me what was the procedure adopted in Afadura district? 



A— “My profiosal to a..sses,s all lands within the limits of the towns 
as btiikliiig land and not as agricultiii*al land. 

Q. — That would be a taxation measure? Now would it be fair to apply 
it equally to the lands which are paying heavily to the Govermiient and to 

lands mdiicli are . not P 

A. — Tile ground rent is liable to revision at resettlement; you might 
lowei- or bring tlie assessment on other lands up to the same level. 

Sir Fercif Thom]hson. Q. — You have three pieces of land: one i)iece of 
h'jid is charged 4 annas, another piece of land is let at Rs. 200, and the 
third is an old village site free of revenue which has since been let by a 
})rivate owiiei* at a lixed rent of Bs. 200. YVhat is to he the tax on the three 
pieces of land ? 

A.~L juii not sure how far you are entitled to touch the free silo. .1 
doul>t if you are entitled to eliarge any thing at alb 

(^. — By w'ay of a genorrd tax? Y''ou must tax on the same }>rinci])Ie, on 
identical value. 

A. —Then they ought to jjay the same tax. 

Q.— Now a remedy lias Iieen suggested. You might deduct tlie rent paid 
to the Government until a new revision comes in. If you suggest you should 
deduct Bs. 200 paid to CoTei’uinent, you should similarly deduct Bs. 200 
jiaid to the jirivate owner? 

A. — I think so. 

The President. Q. — Can you tell me what happened in the settlement of 
town lands in M'aclura town? Did you revise them? 

A. — I revised the rates on sites which were already assessed to ground 
rent.. . . ■ 

Q. — On what basis? Y’'ou did not bring them to rack-rent? 

A. — I think so, if I remember right. I proposed to increase the 
ground rents by the percentage of increase in the value of the land or 
something of that sort, I cannot remember exactly. 

Q. — You would introdnee a special rate for land assessed at agricultural 
rates? 

A.— Yes. 

Q, — ^Will it bo a tax or a ground rent? 

A. — A ground rent. 
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I-C.S., I’inaacial CoaiJnissioner of Bailways, 
was examined. ’ 


on the s hiect of the Board’s memorandum 

+n ti.f T* railways by local authorities (which were 

SSd the case Enquiry Comn.ittee in February fast) 

Nome coiirern ihn strati ons have been watching with 

the tendency total* a«thoritifs and 

the financ^ of property in the interest of 

The all thou ties which is becoming increasingly manifest. 

/ ^+1 to railway adniinistrations from local taxation nrovidod 

1 iusoiy 111 man,\ instancesj and rbe attennits made in tlie nast in 

suec.^^ful In view 

sfenl”tn Board desire to emphasise the desirability of taking 

Nteps to piotect railway reveunes from iurther exploitation. 

stated in the memorandum, the railway administrations recosrnise 
that they are liable, as units of the general public, for all taie^nf 
general nature and for a service tax where the particular service is rendered^. 
The railway administrations very often make their own arrangements for 
conservancy, water-supply, lighting, drainage, etc., Is tW 

limits Jt should he eompS for tt ^.mnic-ipal 

way administration to remain outside n ? B^dia to allow a rail- 

.0, mid suffimently good grouud^t for S a coSS® 

and the property of the State, 

or supeSor, thfulfta VLth;f oweve • “tL'^lhS^'f.V 
administration as a unit of the community to^he novm^ railway 



different pruviiu'os’. In most ])roviiit*eft 
to laud occupied l»y Ixiildings, while in .s< 
on all raihviyv laud • witlj in runnicipal 
‘Svasto’’ laud is exempt from taxation 
aries in almost every ]>roviiice. 

/). As shown above j the railw 
for the sanitation, etc*., ni‘ 
reasonable that railways she 
the cost of direct services s 
in cases whei-e such soj-vices 
}>alities, in wliicli caso it would hirgcly ]>e 
(‘onti’ibution to the 
3>ria,U3 share of 

6. Again, some t 

still he made in tlie trcalincnt of 
as a railway administration is ; 

X>afity (or otlK*r 1 

to the j)rospei’ity and deve‘}o]jinent 
aiithority). For instance, it a . ’ 
lion from inuni<.-i})al taxes for railw, 
p_rovid(*d free of charge to railway 

nience, such as, ^ 

iiospitals, dispensaries, schools, etc., 
for the benefit of their employees 
up for trai.'k, sorting and marshalling 
etc., should he exempt from taxatiou, 
ably he expected to render any 

7. “Market value' 
of railway property, is inequitalile 
ill whose case the 
meiit payable liy railway j 

8. Under the existing 
foiuns, via., (1) the lialnlity of 
by the Government of Inciia, 


'ay administrations are usually responsible 
tlie la nd occupied by them, and it appears 
jlcl not be called upon to eontrilnite towards 
icli as eonservaney, water-supply, etc., excent 
are directly rendered to them by the munici- 
- 'O, inmtter ' of . contract.' ' Their 

;encral taxation sliould be restricted to their {vppro- 

muuici])a] expenditure ajiart h'om such direct services, 
differenliation from the rest of the corniiiunity should 
' railway property for purposes of taxation, 
public utility institution like a mtinici- 
locai authority) and the pj*e,senec of the railw'ay contributes 
^ t>f tl'o miinicipaiity (or other local 
Avoujd not lie unreasonable to ciaiin exemp- 
vay fmiklings and structures wliich are 
. . passengers for their comfort and conve- 

ivaiti mg rooms, platforms, refreshment rooms, etc., and for 
provided by the rnilivay administrations 
Again, uncovered lands, lands taken 
yards, sidings outside station limits, 
local authorities cannot conceiv- 
servjce in resiiect of this class of land. 

which soinetimes forms the basis for the valuation 
, ’ in its application to raihA'av x>roperty, 

capital cost” is the only correct factor for" the assess- 
administrations. 

: law, the special protection to railways takes two 
a railway administration should be notified 
. ^lud (2) an appeal is imovided to an officer 
appointed under section 1,35 of tlie Indian Railways Act. The a]>peals 
to the special officers appointed under section 185 of the Indian Railways 
Act very often result in adverse decisions to the railway administrations, as 
the ^ officers ^ (who hear the apjieals) w’ere at one stage or other of their 
official service connected with local bodies and are naturally pre-disj)ost*d 
in favour of local bodies. If definite and clear rules could "he laid down 
to regulate the (‘lasses of I'ailway jii'opeify to be taxed, and their valua- 
tion and assessment, as avcII as other matters pertaining to taxation of 
the railway administrations by local authorities, there will be no necessity 
for the Government of Indians intervention in declaring the railway adminis- 
tration’s liability to the i)aynient of any local tax, 

Temiinal — (‘ertaiii papers on this subject have already ueen 

supplied to the Truliaii Taxation Faujuiry (foiTiinittee. llie Railway Board 
in their letter Xo. 2533-F,piaied the Otli February 1925, to the Cominittoe 
bavo also expressed the. opinion that “terminal takes on goods ami pilgrim 
taxes on passengers collected fliroagli the raihvay administrations are, in 
fact, taxes on transportation and as such are Avixmg in ])rinciple.” 

2. One of the results of the unification of the country arising from the 
British jichninistratiou was the abolition of the nnmerous transit duties 
which till then Jiad (becked the circulation of goods. The present 
terminal taxes arose out of the old oct3’oi (>r town duties, 'riiese town duties 
wore fretpiently the subject of discussion, hut the principle maintiiine(i 
by til© Government of India Avas enunciated b^y Sir Charles Trevelyan when 
introducing his Fiiianciai vStatement in 1864, viz. — 

“The priucijile that town duties are a tax on tlie consmnption of 
the towns for Avhose beueht they are leA'ied and that they should, on no 
account, ho extendM to any article iK-fouging to the transit or general 
trade, ougld to ho jealously guarded.” 

In pursuance of this principle the Governineiii of India laid down the 
foiloAving conditions* to he applied Avhen imposing an octroi: — 

“(i) The articles taxed should be the main staples of local eonsump'* 
tion and should be as feiv as possible, and 

*Homc Deparimoiit Resolutions Nos. 55-60, dated the 2-.tih April 1890. 
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should necessarily _ be looked uj)on as a step 
degree of direct taxation but may be introduced 
)lace octroi, provided that the receipts from the 
aaterially exceed those from the octroi which it 

ordinarily be imposed on imports only, hut that 
the taxation of exports as nxdl as imports in places 
is a largo centre of export _tj*ade; 
ion ot salt) opium ami excisable articles, inchidiug 
iianufaetnres and minorai oil. should ahvays he koDi; 





tevio s t’uS io , i t , >' ]>roviHccs without the, 

Xrisinff ,m lo.i J" ‘‘“-V imposing or 

i? 'nmose tor the pm-poses of such local 




n f Slllf 

GeS'? t*! 5rc"fousianctiS^ if GorerZ! 

rosiiH ir 3injK)siLion of terminal taxation in such areas. The pracUcal 

lesult ol iho proviiieml legislation undertaken in piirsnanoe of tjih oTOvt 
Xro^A ’f ^ormiual taxation to be imposed in such areal wXut 

■fnA-i+'- ^ ^ OoAeinineim ol India, while the imposition of terminal 

nvi.vin?/* legislation authorising the same required the 

«mh WisHfciin”" to \t f*«'-"V‘<M-Gonoral wa.s n|-mally made 3, ocl. by 
Counef thA^nlV Nftimtion oi the Governor-General in 

to iToonoo " +' that tlio Gocal Governments became competent 

"j the imposition of terminal taxation in local areas in 

to ti e "f ’rv^' ‘>r 'mfore the 6th Jtilv 1917 wlthmf rlfe»m« 

iL Ooienunonr’of fid 1''^"’ ■"•‘'“t in’eyipus saimliim If 

thrunUlnited'^^^^S^todelf 

r£ “ “ !f!! ‘VF- JF Si,X"iS3v.‘T. ‘.'ss 's^s 

iselieanltd 1 axes Kules was accordingly amended in 1923 so as to read— 
oT-Bo imported into or exported from, a local 

im no W n terminal tax lias been allowed to be 

rmrmnlUt i “ urGas_ where terminal tax has been imx>osed by the Local 

India is not iw uitorFf ^‘i°F octroi, the sanction of the Govornmeiit of 
Korn,*! ?• i" revision of the rates, the Local Governments 

being Iree to raise thorn to any figure they may consider necessary. 

Ill 19 o/’t iwiSwT^rp not- even this degree of supervision exists, 

wis ,vt«-£l if clea ing with iiniiucipalities in the Central l>i-oviucos 
iioLild • ■ oontaincd a clause whii-h enabled terminal taxes io be 
I'lilfp, on" ‘V”' "'H'’'0'PO-I'ty witboiit ivicrciicn to the Government of 
indm. ,1 lie elan, so ui (jiie.vtion was dniy eiia<*tod and remains in force. 

years has sliown that these power's have . 
been used by the Local Governinents moi'c freely and exieiisivelv than 
could have been aiiticjpated, anrl it is app.rehciided Ibat the enihnlathuj 
elteet oi sneb action cannot but be dcdrinaoital to the best interests of the 
eommej-ee of the country as a wiiole. 

^dli list oi t]i(3 different terniina] taxes now in force is not 
availabie, but the htatenm^ attached to this note illustrate the diversity 
m rate.s, ela.ssi beat ion and sy.'stem, and indicate how the practice is growing. 
Ihese are ail instances irom the Inst few j^ears. A wide range of com- 
niodities has been snliiected to thi.s impost and the rates fixed in some 
nistpices are very Lighj fur example, the rate of the tax on cloth of all 
kinds mciuding liosicn-y and socks in three of the municipalities in the 
iiombay 1 .residency is from 8 to 11 annas per maiind. In one of the 
mnnicipaiities ot the United Provinces ''piece-goods” have to pay 8 annas 
per maund and the same rate is charged in two other municipalities on 
liaberdasnery, millinery, etc., and on cigars and cigarettes. In some 
places in the Pnnja]) the tax is as high as Ils. 1-4 on piece-goods, lie. 1 on 
dyes and matches and As. 10 per maund on dried fruits, oilman’s stores 
leather and spices. 

It is open to the Local Governments to I'aise these rates still further 
A €sxtent they desi re witliont reference to the Government of India. 

And there must be a eonsidoralile number of other cases in which the 
Local Governments liave themselves authorized the levy’- of terminal taxes 
ui substitution of octroi about which the Government of India have no 
information. 

10. It is understood that a copy of the report of the Bombay Committeti! 
on prohibition and the abolition of the excise duties has been forwarded 
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It will 1)0 boeii thoroi'roDi iluit a scheino of 
[)r(>pofe;als for making good the loss 
tliT' cessation of excise. Notices liavo recently appeared 
the Bombay Municipality are desiro-us of replacing towm 
’"j. 20 "lakhs by a terminal tax on goods entering or 
port calculated to produce Es. 50 laklis. Tliese taxes 
transit may liaxe the effect of diverting^ trafEc 
j tho railway and port charges are reduced. Farther 
‘eded to show to the Committee the present tendency 
" '*)n of imposts on trade imposed without any 
of which must operate as purely transit taxes. 

tdency nre not needed. The Committee 
cases'. Proposals made recently by the 
1 Provinces, may, liow-twer, be C|Uoted 
icli some local authorities and liOcai 
:>He on trade. In this case also the 
or octroi but in lien of direct taxation, 
transfer a large share of the municipal 
urroundimz districts who are bound to 


to tho Taxation ^ummitteo. 
general terminal taxes 
anticipated from 
in the press that - 
duty producing about Ks 
leaving the town or ‘ 
being lax on goods 
from tho port unless 
instances are not nec^- . 
and the risk of an accuinulatio. 
relation to each and many c. 

1], Fm-tlior examples 9^ ^ 
will doubtless have met with ot o 
Nagina Mnnicipality m 
to illustrate the kind 
Governments are 

tax is not pro])osod as a . 

In other wordi, it is a” 
taxation on to the periy*- 
gob their snppHos ''1^7.^,.; 

Ks. 2 per mauiul on , ’.'-il tm+i 
per nianiid on woollen .. 

articles made of cloth ' pf 

foreign leather, articles “‘‘f® 
ware! It is also sngff 
is equivalent to ^resunm 

a vague description, 

Steel p;otection BiUw^^^^^^ 

Municipality, fnmort 

rate equivalent to tbe ,Ml 
Protection Act was passed. ^Aitei 

in May 1924, the duty 
measure of protection, h. 

,i™t E., im . .'‘'“'■i'l 

maund on non ot , 

be paid in landed at 

the value of the anit 

also extremely tr, 

oil what local ^junio . leather 
articles made ot ^tc. The 

iron of su^ierior quuhtj , 

foreign leather goods an 
(h) European medicines and 
(c) foreign siiinla] 

The classification of 
TJntel Proviimes « ^ 
classification m c,| -jyinivv r< 

work by the raw u 

into a tax coUcctnif, 
own scale and classifica ^ ^ 

19 The railway iUithoTities cai 

g,. ■ » ■TTh , 

be iustified on y so lo J - 

oppressive. And it tenniiui 

anco of the .ubstantiallv lower than octroi and should only be 

^■ cement of existing octroi. Indeed the accumulation 
• ‘ may become a very sensible infliction in the end 

it requires a very narrow iiiargiB indeed io 
a profftable trade aixd languishing one. The rules 
'.nfe<mard against the imposition of inicluly high rates. 
[ conditions they are no longer any safeguard. 

tendency noticeable on the part of the Local 
to tlio imposition of terminal taxes and although 
ntages may be thereby obtained, the authorities 
a nositiou to estimate tho real injury that is being 
bs. The multiplication of numerous 
)alities, with no limit to the rates 
commerce, (b) may lead to what 


very light duty 
introduced in 
of these petty burden, 
and in matters ^ 
turn' the scale between 
of 1917 were some r" 

But in the changed 

, , .There is thus a 
to ngree 

local advantage 

SnSte am not in a posi 
\^#L1S4 ' numerous municipj 
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in effect would be differentiation in the treatment of goods of differ- 
ent provinces, and (c) interferes with railway earnings and receipts l>y 
increasing tbe cost of transport and delivery of merchandise. 

As regards this latter point, it has to be borne in mind that the 
determination of rates and fares is a very intricate business requiring 
careful consideration of local conditions and of the rates wliicli a particular 
industry or particular traffic will bear. It is impossible to fix rates from 
time to time at such a level as will lead to an increase in traffic and 
at the same time be in the long run remunerative to raihvays, or to 
adjust them with a view to the results anticipated from the whole of the 
rates structure in the long run, if such, delicate arrangements are to 
1)0 distri!)uted to suit the budgets of local bodies. The imposition of such 
rates does not only encroach ui3on the margin available for increasing 

railway rates, but is likely to divert short-distance traffic to roads and 
generally to upset the wliole of the calculations of traffic experts regarding 
the a])ility of different kinds of traffic to bear i>articular rates and so 

ultimately likely to produce a dinimution both of traffic and of revenue. 
It was for this reason that railway companies insisted during the discus- 
sious in 1916-17 that their prior concurrence should be obtained in each 
individual case where it was proposed to impose terminal tax in lieu of 
octroi. 

13. It is difficult for the Central Government to try to watch ihe 

economic development of the country and adjust railway rates and customs 
duties after careful examination of trade tendencies 'when municipalities 
which are the true distributing centres can upset all calculations, practically 

to any extent, by haphazard variations of local duties on trade goods. 

In some cases these duties are a considerable surcharge on the railway 
and customs revenues, and as local autonomy increases the terminal tax 
may be enhanced until there is little or no margin left for siieli duties 
consistently with the inaintenanee of trade. 

14. A terminal tax for local purposes can be tolerated when (a) the I'ates 
per maund on the articles taxed are very low, and (b) the classes into which 
goods are divided are few, very comprehensive and cover practically every- 
thing entering the town. But all the objections to a terminal tax are 
accentuated when (a) the rates are pitclicd high, (b) the sebedule is divided 
into many classes and there is a long list of exemptions, (c) the differom es 
between rates on different classes of goods are large, and (d) attcm])ts ai'c 
made to vary tlie rates according to the origin of the goods. The United 
Provinces proposals referred to in paragraph 11 above illustrate all these 
ob jecti on able features . 

15. There remains the question of the levy of the tax on goods exi)oriecl 
from a municipality. On every economic ground such a duty is more to 
he disliked than duty on imi)orts. But the fact cannot be overlooked that 
the imposition of tbe tax on goods exported has been allowed in certain 
cases in the past, ''riio classification for a tax of tliis nature should, it 
is considered, be simple and the duty itself very light, certainly well below 
that on goods entering a town. It would also appetu* essential to provide 
in all cases of te^uninal taxation tliab goods not leaving a railway yard or 
only leaving port pre,!nises clii'cct for a railway and merely transhipped at 
the yard or port premises should be subject to no duties whatever. 

16. 3t is at the ports that terminal taxes levied by municipalities 
es|)ccially oj)erate as transit duties. Such taxes differ from charges levied 

tlie port authorities for the services and facilities rendered by tlsem 
to the trade passing tlirough the port. A terminal tax on such trade 
for the benefit of the local numieipality means in ultimate effect that these 
parts of India v'hich trade through that port, even the land-locked provinces, 
contri])ute towards the expenses of the particular municipal^u 

17. In view of the considerations stated in the preceding paragraphs, 
it seems essential that, if po.ssible, some central control should he re- 
established in this im])ortanb matter' It is hardly practical now to abolish 
all terminal taxes. At the same time there is a grave economic danger 
to the country in leaving to municipalities and Local Governments un- 
fettered power to increase these taxes to any extent and, in certain eases, 
even to impose these without reference to the Government of India. It 
seems necessary that in the present changed conditions the principles on 
which local authorities and administrations may impose these taxes be 
restated, and the limits within which such powers might be exercised should 
be defined. 
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STATEMENT SHOWING THE TERMINAL TAXES IN 
FORGE IN CERTAIN MUNICIPALITIES IN THE 
BOMBAY PRESIDENCY ON IMPORTS BY RAIL. 
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( 4 ) 

Statemenfe showing the terminal taxes in force in certain 


Artioles. 


j Auand ■ 
I Minueipality 


■ : , ' Godlim 
MiiiiioipaUty. 




i^falwasi 
31 in li duality. 


Kice* husked and ■ SpiesperiiKl. • 4- pies per md. 
onliusked and ali 1 (grains). 

^ pnlses. , j' 


B iigar 1 efined, j 9 pie.s per ' lud . 
BUgar gur, and i 
sugar oahdy. , 


2 annas 
md. 


per 


Dried and 
fruits. 


Barley and oats of j 
all sort.s. 

Timber of all kinds. 

ATI kinds of piece- 
goods and other 
textile fobrio, 
silken, woollen, 
in el ltd in g all 
articles of clothing j 
or dress. 


1 anna 'per md. 


2 pies per md . 


2 pies pm* imL j 6 pies per md. | 
(pnl&e). j on giaimv, 

Kic-e d jdes per 
ind. . . ■ ! 

1 anna per md. < 

Jaggery tl pie*? i 
permd. ' j ' . 


3 pies per mil . ■ ; 
Cooonni 1 anna ^ 
per imi. 

3 pies per md . 


6 pies per md. 


4 ' 

‘i : ‘ 

i ' 

All metals, wi ought, 
and im wrought 
and articles made 
of them. 

All kinds of lopes 
and twines. 

Groce lies and oil- 
manstores. 

Bmu of all sorts . . 

Coke or coal 

' ( ' A' 

i f I" 

Cotton, iueliidiug 
cotton seed. 

Oil- cakes . . 

Tobacco of all sorts, 
in eluding ciga- 

rettes, cigars and 
snuff, 

"Wheat and wheat 
fiour. 

Oil-seeds 

t ' t 

Ghee and butter . . 


Drugs . . . , 1 

’ , f 1 / ' ' 

1"' 1 ‘ i " ' 

d"' 

- ' 1 ' 

? ' .m ■■ ' ! : 

Hides and .skins, 
raw. 

Leather and leather 
goods 

Glassware * . 

Colours 

Cloth of all kinds, 
including hosiery j 
ahd socks, I 

y,. , Tea * . ' I 'U''-''' ’ *■*. i 


r> pies pe r md . 1 anna pe r in d . 

2 annas per 
ton. 

3 pies per md. 

1 anna per ] 
md . 

3 pies per md. 


4 annas per 
md. 


f pies per md . 

' 1 anna per md. 


1 anna ]»*M‘ md. 


3 ]des per md, 

1 anna per md. 

3 pies per md, i tl pies per mcl. 


2 annas ]:>er 
mil. 


i anna per 
md. 


3 annas per 
md. 


4 pies per rnd , 
(poppy scodV 
I Groinuinut 3 
\ }fiespermd. 

I annas per i 1| anii;*H per 
md. I ** 11111 , (ghee), 


1 anna per md, i ' •; ' 

i>o. I .. : 

1 ’ * 

4 annas per * , , ! ^ » 

md. I S 

^>0. 1 .. i 

2 annas per mdJ ' .. j . . . . 

6 annas per ‘ 1| annas par i 8 annas per md, 

. md. " ; . md. : . i ■ 


8 annas per 
md. 


1 anna per md. 



municipalities iu tiic Bombay Presidency on imports by rail 


-N'aniigaon | ilaveri. 
J^iEniiieipality. i ^rnnieipality 


.ObaBcluka 

miipipality, 


Tambori 

Mmiioipality 


liaueheimur 

^Finueipality 


i pies per md. 1 anna per md. i pies per md, 
on all grains. 


1 anna per md. 
(Sugar am 
eandyj. 

G ar 6 pies per 
■ iDd« 

3 pies per md:. 


annas per md, 3 annas permd. | 2 annas permd. |1 anna permd 

j 19 pies per md. 


2 annas permd 
1 anna per md. 


8 annas permd. 


1 anna per md 


2 annas permd. ; 3 annas permd. 


annas per ; 1 anna per md 


2 pies per md, 4 pies per rnd. 

Ground-nuts 2 , , 

pies permd. 

Copra 1 anna 
per md. 

1 anna per md. Gliee 5 annas 
(gbee), per md. 

Butter i annas 
per md, 

, , 2 pies per Be, 


annas 


2 annas permd. Id annas per 


1 anna per md. 


.. .. 2 annas permd. 

1 anna per md. . . . . , . Do. 

anna.s per 2 pies per Be. 11 annas per 2 annas permd. 8 annas permd. 
md. ,,md. . 

I anna per md, . ♦ ' . . ’ ! * • ^ annas per md: 






At the rate of 9 pies per mauiicl. 

Eab. 

Gur, rice, khil aiul parmal. 

Sail of all kinds. 

Baskets, mattings, x>^i*w4eam and fans of all kinds, 


( 6 ) 

» letter Xo. 417, dated the 4th February 1926, iroui ibe Seeretarv 
rrf-n-v Fluted Provinces, Allahabad, to tho !se\^ 

Public lic^ih, ol' Mluoatiou t<l 

[-b'ub/ert.— Imposition ot terminal tax and toll in the Nasiiiu nmnicipalit.v.] 

Ln"’ f ‘■‘-'‘‘ted to .submit proimsals for the imposition of terminal tux 
and toll m the ISagina municipality in replacement of a tax on cimin st-inces 
and property. As octroi ivas not in force in the town on tiroth ,]ulv 9^ 

S Indf-rnnde, s.,}- t’'^-j;e9‘W‘-'^«..f'o piwious .sanction of the (Jovci'-nmeut 
ika ^ ^ Prorinco.s Alunicipalities Act, 

loHov' proposed are .set forth in the sehedules aceompan yin}; lhi.s 

Eailw-.v^w mT. the wholG moderate. The Agent, Oudh and Kohilkhand 
Kailva.-s, nlio vas consulted has no objection to the propo.sa]s and is willin-r 
to collect the terminal tax on behalf of the board. 


. (7) 

Jksi-niffion of iennlnal tax wHJi schedule. 

(a) A lax on goods brought within inunieipal limits when coiiveved 

h/^iehedule^T'"^^ rates \showu 

(b) ,No tJix shall bo levied on goods set out iu Schedule E. 

nnund fraction of a luaund sliall be regarded as a full 

Schedule A. 

At the rate of 2 pies per inaiirid. 

1, Firewood. 

2, Juai, Bajra, Arra, Lobia, ICasa, Matar. Joar, Sawan, Mania, Tiakni 

and Kodon. ' 

At the rate of 6 i>ies jier luaund. 

5. Stone other than Kimkar. 

4, Articles made of stone. 

3, 'Wood mended (excluding furnitiire), 

6. Unhusked rice, dal, and other graiiis (excluding tiiose which liave 

been speidiied under the rate of 2 pies per mamul), chokar, khal, 
cotton-seeds, urdawa and charcoal. 

T. Wheat, flour, suji, maida, potatoes, ghniya,, ratahi, moontla, onions 
and shakarkaud. 

, S'. Bamboos , of all idiids., 

" 9. 'Oil-seeds.' ■ 
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At tile rate al (jne anna per nsainul. 

IL Frebh fruits, eement, lime ujuI (juieklime. 

15. Cairoo, rainnu'h, ninitani earth ami chalk. 

10. Fish. 

17. Kaeh. 

At the rate oi' 2 ainnis {mm' inanufl. 

18. Siifi'ar inanufaetured hy hitlian niethotF. 

19. Iron, cast-iron (ordinary), kanch bangle>, iai, ^^mnn ifaili 

|>ata ami tripal -(iniiilin). ‘ 

20. Furniture, cocoanut holes. reed>, scale hcani> and articles ol lutod 

not speciliod elsewhere, coinitry tobacco, hides and skins. 

At the rate <h 0 anna> per manud. 

21. Su^^ar laanutaelured by Kiiropeiin ineihods. 

At the rate 1 annas per jnannd, 

22. Honey, (iaisd and niisri. 

2‘h Indian confectionery and oilmuids .stores. 

21. China and enunuOled wares, kaiich jjjlasN and ^lu'^s^^'are''. 

At the rate of (> annas per innniul. 

25. IJuconipounded <‘ountry and nnanl nieclieines. 

26. Hanulana, sagoodana, choya, arrowroot, wa\, wax candles, eomitrv 

.soap, fat of animals and matches. 

27. Ohee and butter. 

At the rate of S annas per mannd. 

28. Betel loaves, 

29. Co3>per, bronze, brass, bell-meiah tin-wares (excluding iron 

and ordinary steel), coloured and twisted thread, pithak, tanned 
leather and daris. 

80. Iron of superior quality, foreign fruits and statiouerv. 

81. yarn. 

82. Betel-nuts, lac, articles made of lac, iinani eoiipjouiuled inedicinci^, 

Euroj)ean medicines, grocery, spices, chenticals, dye.> and paints, 
88. Paper and printetl books. 

At the rau' of 10 annas per mannd. 

84. Mabordashery, hosiery. comforJers. millinery, drapery. <*aps, wo<d 
and woollen goods. ' ' ' 

^‘igareties, (hgars, and. foreign ttjbacco, 

86. Kuropean eonfeef ioJUTV and oilinan\s slm’cs. 

At the rate oi Ps, I-8-h per manutL 

87. Leather ahoes, foreign leather, articles made of foreign leather* 

aluniiniuiu and aluminium wares. ' “ 

At the rate of Bs, 2 |>er inaund. 

88. Cotton pioco-goody (foreign and country). 
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wearing ^^pparel, 


At the rate of Rs. 2-3*0 per inaiind. 

89. Wollen and silk cloth (foreign and countrv) 

aiticies made of elotli and tents, " ^ 

40 . Perfiiinery of,; all . kinds and essential oils 

SKUt t .tst 


1 . 

'9. 

' 8 .' 

. 4 . 

■','" 5 . 

6 .,' 

7. 


8 . 


10 . 

11. 

1 , 2 . 

13. 

14. 

15, 

16, 
47. 
IS. 

19. 

20 . 
21 . 
n, 

, 23 . 

• 24 . 

25 . 

26 

27 . 

28 . 
20 . 
30. 


Schediih B, 

List of articles exempted from tormina! tax. 

All separate consignments by rail less than 5 seers in 'n-eight. 

All parcels imimrted through post office. 

All articles, the property of Government or inuniciDal board ni- ;,n 
ported on behalf ot Government or municipal Imard. 

^*'\itionsf ^ theatrical companies or of travelling exhi- 

Pa'ckets;:; of newspapers. 

^"'and’jewi'l?®"' Pi'ecioiis stones 

Arms,^ ammunitions, including all guns, rifles, pistols, revolvers 
svoi^s, daggers, cartridges, bullets aiui iiowders, percussion caps' 
empty cartridge Mses, also detonators, fuses for use Vitb explosiws’ 
fog signals and all explosives. 

Oiiiuni and articles sulijcct to excise duties, .such as country and 

moth vl\+A,1 Sa"ia. biiaiig, toddy tari, sendhi, Leoliol, 
fiicture ^ spirits, ale, and beer and the materials for their maiuil 

Vegetables of all kinds. 

. All luh!'iealin*y oil.s, 

. Balu. 

Karbi, lihusa, grass lor tliatcbing or fodder, hay, chaff and all fodder 
ana cattle roods not sj)eci6ca]ly eiiiinierated in Scliodulo 
llplas and kandas. 

Ashes, cinders, gravel, sand, earth and clay. 

Coal, coke and patent fuels. 

; 'Water. 

Human ashes. 

Ballast and kunkar. > 

^fachiaory. 

Bricks of all khuls. 

Samples }mporti»d by hona fide cominoreia] iravellm's, 

Afaniire. 

Roofiiig tiles, 

SwkhL'. 

Waste, paper. ■ 

Waste cotton. 

Malma. 

Minerals of ail kinds. 

Railway stores and materials which are required for u.se on railways 
whether in constructing, inaintainipg or working the same anci 
winch are not removed outside the railway land boundaries but not 
^tores imported into municipal limits for purcliase and consump- 
tion by railway employees, nor stoyes with which the railway co. 
operative stores are stocked for sale to members 



IL On efirts, pack aniinak., baliangis loaded with* and head-loads of cloth 
of every descxdption and articles made therefrom, haberdashery, cigars, ciga** 
rettes, foreign sugar, metals and articles made therefrom* grocery, spices, 
dyes, paints, perfumery, medicines, chemicals, foreign fruits, leatlicr atid 
articles made therefrom, china and e]iinaa'art\, glass and glassware, yarn of 
all kinds, paper, hooks, stationery, matches, betel loaves, and ghee a tax 
shall be levied at the rates of the iennitial tax. 

in. No tax shall bo levied on liead-ioatis or baliungi loads of or on 
pack animals or vehicles laden solely with the articles set i)iit in the 
sfhediile below; 


rm 

31. JhiM fhh‘ personal luggage and eff©c*iB^ imported. !>,?„ a 

person on the/weasion of bis corning io take up his residence witli- 

in the inunieipaliiy. 

32. Meat. 

33. Eggs. 

31. Wooden easks, empty kuppas and empty hollies. 

;I5. Cotton and san ropes and nivar. 

36. Koh. 

37. Earthenware. 

38. Moonj, ban, baib and babra. 

39. Bark. 

40. Cotton. 

41. rnginned cotton. 

])l'SVi‘ 'tpt ii/U iff tllH toll fltX. t 

T. A ta.x on veliicles loaded with goods and liu loaded pack animals arul 
on bahangi and head-loads entering the mnnieipality by road, to be levied 
at the rates and subject to the exceptions noted below: — 



Ils 

A. 

c. 

C; Lunde4 pnek aninirtls 

0 

I 

f»,. ' , 

(*J) hoadctl earls, tlrela or ekka svirlr one rnuncil . . 

ii 

i 

0 

(3) hoailed oavts with ti animals 

n 

H 

0 

(1) ,, li ,, .... . . , . 

4) 

12 

0 

(*^) . . }> ,4 a • • • • V ■ . • • 

1 

u 

i) 

(rV‘i Loaded hamheari ‘u- ilada 

0 

■i 

0 

(t) Headdoad or bahangi- had pv'cehuUng loads ot 

u 

(} 

6 

vegetables). 




(S) Bead -load or bahangi load of vegelables 

0 

0 

3 

Frovided that on animats or carts laden witli tirewood, hliusa, fodder, 
lipla, mooni* pahn-leavos, palm mattings, surkhi, baskets, inoundhaR of all 
kinds, bricks of ail kinds, senthq, sarkra, bark ban, mattings only the follow’* 
ing rates shall bo levied: — 


JIS. 

A. 

P. 

(X) Loaded pack animate 

0 

0 

3 

(2) Loaded carts, Ihalay or ekkas with 1 animal 

0 

1 

0 

(3) „ li d ,1 , . , . , 

0 

n 

0 

(4) . »} n .11 H 

6 

3 ■ 

6 

(5) M n in...* 

0 

i 

0 

(6) Loaded hand oart or thela. , 

0 

1 

0 


List of exemptions from tJw terminal toll 
All parcels imported t^Jxmg!l the post 
. All articles the property of Government or the municipal board or 
imported on behalf of Goveriiineiit or the municipal board. 

. [he luggage of circus or theatrical companies or of travelling exhi- 
bitions. " ^ 

... Packets of .newspapers.. 

Bullions, bank-notes, coins, silrer and gold in any form, precious stones 
jewellery. 

. Aims, ammiiuitioiis, iiieludiiig all guns, rifles, iiistols, rerolrers, swords, 
daggers, cartridges, bullets, powders, percussion caps and empty 
caitiidge cases, also detonators, fuses for use with cixplosives, fog 
signals and all explosires. 

Opium and articles subject to excise duty, such as country and foreign 
lii|Uors, cliaras, ganja, bhang, toddj’', tari, sendlii, alcohol, metiij'- 
lated spirits, ale, lieer and the materials for their manufacture, 
'All lubricating oils. 

Dalii. ■ ^ , ■ " 

). Ashes, cinders, gravel, sand, earth and clay. 

Coal, coke, and patent fuels. 

. Salt. 

L Water. 

Human ashes. 

^ Ballast and kunkar. 

. Macliinery. 

. Samples imported by bona fide commercial travellers, 

Afaniire. 

. Booling tiles. 

. Waste paper. 

. Afahua. 

. Alineral oil of all kinds. 

. Wooden casks,. empty kappas and empty bottles. 

. Cotton and san ropes and niwar. 

. Meat. 

'• Eggs. 

. ,B,eb 

. Earthen ware. 

. Bark (excejh sarharn and sentba bark), 

, .Cotton. ■ , . 

The camp equipage oi' officers on tour. 

Laundry articles (elotliing soiled or washed). 

Bona, fide personal luggage and iiousehold effects imported by a per- 
son on the occasion of bis coming to take up his residence within 
the municipality. 

s'o tax shall ho levied on head or baliangi loads of firewood, bhusa 
and fodder of all kinds, uplas, bricks of all kinds, sentlia, sar- 
kara, dhak leaves, lime surkhi, chalk, stone, tile.s, fishing nets 
and ba.skets, 
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Serial 
num » \ 
I’er. 1 


Ai'tieles. 


Artiolee at Be. 04^2 per inaand 


Bo 

Bo. 

Bo. 

Bo. 

Bo. 

Bo. 

Bo. 

Bo, 

Bo. 

Bo. 

Bo, 


■ at He. O-IBS' 
at Be. 04).y 
at Be. (s-l-y 
at Be. 0-24) 
at Be. O-a-0 
at Re. 0-4-0 
at 3^e. 0-6-1) 
at Be. 0-8-0 
at Be. 0-10-0 
at H». 

at Bs, 2-3-0 


do. 

do, 

do 

do . 

do. 

do. 

do 

do. 

tlo. 

do 

do. 


Loaded pack aniamls 
i)o. . Qatte,.tliel.as or.ekkaB witit 1 animal 
Bo* ., tkelaa .witk 2 
Bo, carta, theiae with 3 do. 

Bo, oarts, theiaa with 4 do. 

Bo. hand carts or thelas . . 

^Sb/esf load (excditding vege- 

Head load or bahangi load of vegetables 

Animals cart laden with firewood .shown hi 
provision of item 8 (Description of Toll 

X 3 cX ^, 

Loaded pack animals 

Uo. oai'tB, thekb or ekkas with 1 anhual, 
Do. eark, Ihelas with 2 animals 


( 10 ) 


Ahsiiiiifd 


By Kail. Bvlina.i.* . 

* iliipaiffi. 


rnfHsy 


5,0110 

16,680 


J 16,680 

2 .000 


2.4;oo 

30 ,65 11 


30,550 

6,626 


«,£2C 

lodiou 


’ 10,000 

2 , 62 tS 


2.520 

1,950 


1,M0 

4o)2(} 

. . . . 

4,020 

1,320 


1,320 

4,000 


4.000 

5,300 

. * ' 

6,300 

1 

1.416 

1.116 ‘ 


8,921 

8.921 

.. 

100 

iOO 


5o 

„ ■ , 50 . 


2,000 

2.000 


lo.oon 

lO.OOfI 


ItUf 

hO 



Difcitddct Bijnor 


Imports. 


Existing 

tax. 

Kate. ' 

eniie. 

Proposed Terminal tax 

Oil rail-borne traffic. 

Proposed tax or toll (if any) 
on road-borne traffic. 

j 

1 Total 

i anticipated 

1 revenue for 

I imports. 

r 

i 

1 Bate 
j md. 

per 

I 

Bo venue. ■ 

Bate per 
cart. 

V ■ 

1 Eevenue. 

1 

t 

j ' 


A. 

p. 

■ lis. 

A. 

p. 

ns. 

A 

p. 

; RB, 

A. 

p. 

1 . RS. 

A. 

p. 


1 0 

i 

0 

2 

50 

0 

0 




i 



! ■ 50 

0 

0 

! * . ^ . . 

} 0 

0 

6 

522 

0 

0 







j 522 

0 

0 


0 

0 

9 

■ 91 

0 

0 




! 

1 



j ' 94 

0 

0 

* * 

0 

1 

0 

1,909 

0 

0 







1,909 

0 

0 


0 

2 

0 

816 

0 

0 







816 

0 

0 

I 


0 

3 

0 

1,875 

0 

0 







1,875 

0 

0 

1 “ 


0 

i. 

0 

630 

0 

0 







630 

0 

0 



0 

6 

0,' 

731 

0 

0 







731 

0 

0 



■ ■ 0 

' 8 

0 

2,010 

0 

0 







2,010 

0 

0 



0 

10 

0 

825 

0 

0 







. ' 825 

0 

0 



1 

o ■' 

0 

4,750 

0 

0 







4,760 

0 

0 



2 

3 

0 

11,591 

0 

0 







11,594 

0 

0 


' 







0 

1 

6 

133 

0 

0 

133 

0 

0 









0 

1 

0 








•• 







0 

8 

0 

4,462 

0 


4,462 

0 

0 









0 

12 

0 

.. 75 

0 


76 

0 

0 


. . 







1 

0 

0 

1 

50 

0 

0 i 

50 

0 

0 









0 

4 

O' j 



i 





. . i 



1 




0 

0 

6 r 

63 

0 

o’ 

j 

63 

0 

0 


... 



1 

1 




0 

0 

3 

156 

0 

0 . 

1 

1 

156 

0 

0 






, , 


i 

! 

t 

0 

0 

3 

1,273 

0 

f 

0 

1,273 

0 

0 

t 




I 

. . 



0 

1 

0 



1 




I 

“ 1 

.. 



1 

. . 


i 

i 

0 

2 

0 

2,750 

0 

0 1 

2,750 

0 

0 

, . i 




. j 

• • 


1 

0 

S 

0 i" 

19 

0 

0 , 

It) 

0 

0 

1 

. . 1 

. . 


• 


.. 


i 

0 

4 

0 1 

13 

0 

0 1 

13 

0 

0 




‘ 

1 



i 

0 

1 

0 

■■ 1 

6 

0 

0 1 

6 

0 

0 

1 




i 

25,806 

0 

0 j 



i” 

I 

9,000 

0 

7' 

34,806 

0 

0 



oral evicience as follows 
ou 1 iiiijru-iiil ( oJiHiii.Nioiiir, 


Ikt I’tr.'iKlfid. Q —Yon ttj'o I'iiiiinciii! Gumu 
V.-And V.-J11 had .•ouddcTald... OKnoiWnn;- I, 


t.T.,d.iartns?-™“ in ihn K, af 

ilu- Alui.ifijml Board ■.Vc «'.*lnuiamu i„r lix, yoar. ol' 

SI^:; 

ta\, ^tlio liuh^ay or^aiii«.aiioiK li;na> the* rh.hi unpa^v a 

appointed hv tlie Covernnieni •mjP rl-.\ . , ‘hd’* - i ui a ^ tHOioi^.-iouer 

>.ot pay this tax ; vm, n.av’ ",v ‘r;nal:i .■ ioid' ’'■■•y-il;:,'' ■-■' : "X-', 

proioctiiiK iho radwayv. ■;,[ it< I'a, oh aTian ’ ''‘' ■''''"'•'’U'-'b 

aalVuiiard lIictJ: bh'^h/pihot ithhh'i'.'' 'i,,)*' 't >*, '-nnijiloto 

«iu.(lH-r a railway ooioav i ih iao i.llo i \ ^ "r ''""‘'‘i”'-' 

SEffSiH?'"''''"" 

i)* -Unit Is aeeurdiiiM; j,j ip,. nit Pm ,,f' litu;;- 

'■.A,*^-Yes. 

Q. — Have they 104 i-etrai'ind in^vt v . i 

iut(t‘ llmi that jioMtioii is very dillieuh. * ' ^ "' .'“'>1 

omoh 7 a-'hhaf!''t?i '’a‘;;r h'r l-yen vntl.draw.,: fad ih- tiro 


i'Hi'oi u| M>i.*tioji i;j,h ol' 
ded 10 trivi* alKoInle pro- 
iih-sec-iioH wliic'li soys 
it ol the id'll eriinieiii of 
iiy iljat ii will inipo.se a 
ppeai lo n (hooiiiiibsioiter 
ler ii.ay sa v , ■■Yoa jieed 
al .'ooia.' io in' ah'ohnoiv 


pear 

lo ht 

'* a c< 

ne I’tl 

at al 

1. ’1 h 

n 

0 \(M»' 

0 ill tj 

llf»> 1 

'in:fi> 

«d a ] 

tmionni'fd 

that r. 

urv 

liiihh 

'to * 


'oinpletH 
lit* inui:! 


ijjeneral 


nici.t ..t iiiji,, lu.vv ‘'"'rf- 

Sds:;;,ir ..i- d 

Q.~1'hc (.Joverniiiciit laight ivelt asiiioiDici- llie iiriia-inio .}. -i 

’nay adinmistrations ilnu the innnieipnl antlnint ?e^ io lu!! i 

proposed to exteml their hnnndarie. m> as to inHu/l. tin* rdlw‘^^^ 
iheso nuhvay colonies at present provide all nifiiiP-itM} / 
people residing tlierein. Iliev nrovi le -u Hitnapai niu.Mnnos tor thy 

roads and do evoryt hill- else and they j.ruhald; vdi 'hm'diao 

It includod lit the tminieitial liiailsi. ' even 

tor the general heiiofit as distingiiisiied I, -0111 iL 1 w ' ■ , 

That vvas^uof ahvays tiie vieiv of the Gcmh 'm!.,' t ot l.H!ia,\v,'s 

tax iihSyls. inunieij.al authorities xl.ottld not 

Q.— Except for actxnil direct servieesS? 

^ * ' A. — ^Tes. 

i-c., tho liability to make some 


(ioveni* 

eonsiilc’r 

!i;eiieriil 







A. — J do 11 oi tliiiik we can dispute that now 
is a sound decision , considering that practicaliy i 
property, lly u^ni personal view is that no Govei 
OovermneHt. 

Q. — But in other coiiuiries, T tliiiik even G 
a rate, the argument iieing that the localitjr is p: 
of the Goveruiuent ]>roperty. 

A. — Yes; it can he argued hoth waj^s. 

(}. — I am not talking about the contributioj 
Idle reason why Goveriinieiit is called upon or dc 
these indirect benefits is, tliey are taking all the rooi 
by somebody else who would ]k\v, and the iminicii 
are consetjueiitly prejudiced. Hoivever,, you do i 
controversial now? 

A. — No, I do not. 

Q- — fu Bombay, for instance, 
Yictoj'ia Termiuu.^ Station by the Corporation? 


Q. — Just on tlie same lines as they charge 

A. — Yes. The onl.y thing 
land — land taken up hy tli 
whole railway x>3*openy is ! 

Thv Pi'csidenf, Q. — I am not quite clear 
135 of the Act. Under that section, tl. 

Sanction of the (Government of India befor 

A. —Yes; the Government of India 
the railway is liable to a particular tax 

Q. — Has it any power to vritlidraw 

A. — Yes, under elause (3), which says, 
may, at any time, revoke or vary 
section 

Q. — Then, it can discriminate between taxes? 

A.--Yes.;" ■■ 

Q. — But it lias never attempted to make any discrimination. 

, A."—Yes.'' ■ 

Q. ihc section appc.Mr.s to liave intended that it slioiild discriminate 
: A.— Yes, , 

j^u' Pereij Thom psou 
agreed witli the I 
railway station 

A. — It could; )>ut ill j . y 
fered. They could* practically 
to incinde a railway colony 
ing to issue 

(A — It vrould he a strong measure; 
four corners of the .section to do so. 

A. — Bui 1 do uot think it is in 
law. : 

(A~Surei\, vhoLiier ii is reasunahl 
be <nuy ol tlH‘ things lo lie taken into 
one oi the iiuUors which they ought to consider 

COvenunent 

‘,‘i l/’Weriiinoiii iuiring decided to incl 
rather ddiicuit tor the (Jovoimment of India 
shall mrt pay the tax.^^ 

Q.— Wii.h regard to the effect of clause (2) 
wliO^ LS ajipoiiued no right to revise a partica 
lor jnsiaiU'e, it is a ('ase ot house tax and tlie ( 
must pay the house lax' A* then you say the asse 
go to the higher tribunak 


any otlier house |>roperty? 
, exempted in Bombay is what thev call waste 
le railways and not yet utilised. Otherwise, the 
liable to tbe tax. 

about the position of section 
tlie municipality lias to secure the 
:^ve imposing a tax on the railway? 

has to declare b\- notification that 
: in a particular inunicijiality. 

' a iiotilieation of that sort? 

, , ‘‘The Governor-General in Council 
notification under elause (1) of this 


a 


^ (A hn'on then, if the Goveriirnent of India dis- 
iocai (.jiovernmont as to the inclusion of a paidicular 
it might caneoi that notification uiicler clause (1). 

practice, the Government of India have never Infer- 
. y cinnul the deci.sion of the Local Governinciit 
. within the municixial limits hv revoking oj* refus- 
a notification making the railway liable to pay any tax. 

hut i: think it would be wdthiu the 


m 



nilii-t-r to ionertai!! objoruoihs iioia a raihvav 

Ji 1 1 ill iiiist ration is iIk! appallala autliorilv iiiKbo' ihu.m <4 Miiiijriiril 

j.p ^vlioiit ^ appi-af^ a|iani,^i a''S««^si}jaiJt;^ fie. i?aih\iiv aiitliorii 
gHiernliy roiiipauii iliat tlia autiioniy aiuaa iIka aj^p mI to U a provi • ,| 
a^aL-utivr uliHrr whoja;. haaia cfurnip his Mfiu'-ial % ai.n . uJJZl l^wl 
injunei|Ml uoi’ii aiicl is hkely to l.o ],rf^j ml in unuiir <il' iininjriaaliiio- 
I have got a ease here, vjjere the K.L llaifway raafie au {ippoal if) I'lijl eiliear 
agaiim imnliml at a-y-MHg tlahr firopt riy. Tfie C hitifiin.siraa'r lias 

H linen a loiig yakpiiein. Flay oSjt-nl in ilu- pminiiy lieing s|)}}t nn intn 

siiiall pinn lor the jHirpn-e n{ n.-sesnieui, in I'nn- epiieiiei* ni liev 

CSannni.sLiHi held Um fhe 

■ ■ ij.iiiiiei|)al Cyr|Ki.rat;iuu were finite right, ■ ' ■ 

tSl-pwailoif;' ('-'Hih.i.Mu.a.r ,.f tho 

. f).“Uo \niv tioi i!ie (. muii.iV.MOiU'r ot ilic Cciji.n-aiion. Hi‘ wa-, a t'tiiii- 
n'l'i'iwuh'' ■'*'•'■' ■ij'i'f’inu'il nsnl.T ih,. Act to Lear 

is Hut liKeiv in he a prejutlii-ed italividuaL 

A.— fhi* railway nuihnriiH> CHiiiiend thai ilir tewiSiuhe nlheers nl nie 
Lneal Gneenuneni arc innuraJly prejudiced in larenr id iht' iuinuntpiililies; 

ihal^lmion." .'I'lioini uii.icr 

A.--I qiiiu’ iitiivc: it i- M'ly (.iiii'kiih. It' ill, ntlic.f oi the l.mal Cuvini- 
mom, ho mil ookoil tiimn a-, proimliocl ia favour of imniicip.i! boani: 

railv ivs ^ ^tetral C.n?\Tf niiain , ;e, pn'iudii,d m tinnui' of the 

Q,— li the Conimissiniicr tliuaghi iimt the ta.s: wu i an imhiir one. he 
cemid say so and jj\: aiietlKi* sniu. 

A,-->That appear, to 1 k‘ the procedure prescrihed hv M-ctiuu lai lint 
!t lms_ not been so inierpreied ni the jian. Id hn^ hcen a'^^nu,cd that ilio 
Ujiiinnssiouer is a persfus ap|;oiuted inuhi* this seelimi lo hear appeals 
Biiigri agaiud- asscssiyenhs, as in the rsihe .1 frGui 

Q, In *Madras. ior jiislinice, ihere is ini pcison uln> fimrs app<‘als. 

A. — 1 believe tiny go ilirt'cl to the .hoca] lioverniaeid. : for iiL'iiaiiCin 
appeals ugaiiist the eduetd imi eess. But certainly, in the riiited Brovinees 
tho tonnnissjmier oi the Division is tho man who settles appeals affaiiwt 
assessment, ilo is appointed by the Local Ch)verniiieiifc, 

Q. — That is statutory under ilie Municipal Aci I" 

,, r.V cither the- Colnmi^^skmei• or some other per-cm nuiniiiaiod hr 

tlw Local Goveriunent. ^ 

* Q- — cases here, tlio C'oilccdur ha-s ghen 
“This is an. aj^pliention under scclinn lAl of' tJii} 
^Vefc to luodiiy a tax impo.^ed on tlie raihvay by ifio rnion ihinohnvai Cif 
Mettiipaiaiyamd^ ’ 

A.— Probably, lie was api'ointed by ihc‘ GoverniiicDi ut Madras. 

>Sh> Pcrci/ ThomjhSftn, ().— it looks u.> it ,>uh»Nccttoa \2\ has Imon Jnicr- 
proied wrongly. I he real innctioii id the man vho is appointal euito 
ddterent from in pracliVe, if. Inm been, 'fhe sni-^emion 

(•icai. it says: ‘While a mdifieat ion fd tin* Govornc.r-Conicrul in Con in d 
under Clause (If of this section is in iorcc, tin* raihuiy ad!n’ni>i mt ir>n ^ilali 
f)C jiablo to pay to ilm local aullionly eiilier the lav !n<'nlii>fiod in the 
notihcation or m hen thereoth such ^mm, if any, un an oillcfu* aj^painied 
beiiail by the Governor-tiicucra] in Council may, b.sving it*gard to 
all the circumstances of the case, from time to time fk-termine to he fair 
and rfamoluibie, 

A.— But il has been assumed that he h; a man vim Itcars appeals from 
the raiKvays. 

Q.—T have nut mid it so. It gives power to ilm Central Oovernmenfc 
to appoint an agent. 

A.— Yes. At the same time it; is ndvisable that this agon! should Imve 
some piieral principles to work upon. Hiere are none at presimt. Cases 
haTC bc^h dealt with in a very hapluixard way. 'Recently ip Madras 



irfinnicij>al boards have .started to impose an educational cess; agent after 
agent of tlio raila-ays ba.s protested ou the ground that the railu% antlio- 
rilics themM*lres provide Ibo c?dncational fac-iHiies for tlie children of their 
empioyoe>. But ^tlie sums involved have been very small. In some cases, 
they were or Us. :j0, There again no principle has ever been laid 

■•clowilv ■' ■ ■ ' ■ ■ 

Q. — I tbink they bavo got a bad case there. 

A.— Why.? ■ 

Why should not they contribute to the general education? 

A. — Tliey have been providing their own facilities. They say: 
cannot pay the cess ancl at tlie same time run our own" schools; we 
are juinning the schools and the co.st of these schools is very 3 mich greater 
to us than the cess ive are asked to pay.’^ 

Dr. Fa mnjpye. Q. — You cannot maintain a position like that. A man 
cannot escape an education tax if he says that he is going to educate his 
children privately. 

A. — But here it is a case of the whole railway community. 

Q. — Suppose there is a mill in Bombay With 4,000 uvorkers in it. 
They house the -workers and they provide schools and sanitary arrange- 
ments. Is it right for the mill to .say that because they are providing 
these facilities, they caimot pay the municipal taxation ? 

A. — Not altogether. 

Q. — Paid of the mutiieipal taxation is for these purpose.s. 

A, — ^Biit here it is ])urely an educational oe.ss. 

Q).— Is it rigid", for the mill to say that they should not he made liable 
to pay the ed-iication ce.s,sr 

Sir Fercu Tltompsoii , Q. — Are these .schools open to all and. .sundry? 

A.— No. 

Q.— Then, wdiy should Lliey e.scape general taxation? 

A. — Their argument is, ^^Then why diould you insist upon car providing 
the .schools?'’ 

Q.— “it might- be a. ease for .sotrie cuunpromise. 

A. — Ye.s; I think it is a ease wiiero they ought to coiiipromise. This 
is also a ciuestion which is dealt wdth in a very haphazard way. 

Q. — The order of 1907 lays down that tliey should pay. 

A. — Only the general taxation ancl not a special cess. 

Q. — It lays down that they slioiiid contribute for every public object 
undertaken by the local antliority. 

A. — No; I did not read it in that vray. 

Q.— says that the raihvay administration should contribute for the 
general objects ; and education is one of them. 

A. — Tt is a special c*es,s for educaition. ft i,s called ‘education eG.ss’. 

Q. — That is exaeily what the Government of India are dealing wdth. 
This particular ce^s .is a tax intended to .serve objects for the general good 
of llie community a.s dislingni.slied from the individnal. A .sanitation ”,*ess 
wo-nld ho similar. 

A* — We never re:ul it in that W'ay. A ce.ss being for a, particiilai' 
purpose, the iuiiway.s ibem.selves supplying that municipal ameiiitv, ihev 
.should be exempt from tliai particular ce.ss. 

Sir Ffreu Thumpson. Q . — Taxation for a. particulaj* .service like water- 
supply w'ould be for tiie -water charged by meter. Actiiall’r we have not 
come to siKh a stage. A wurter-rate i.s earmarked for water-supply, hut 
there is no distinction between the earmarked fimds and the gc* n era! ^ funds ■' 


M 



Q.— Wl'uii aliout water-rate? 




A. — Til waier-raie o«o |ja,vs noi lor ilio water boi Im one's 

^Imre of the whole east of the provi^^ioo el wiitt‘r-aj |)|»lies lo oiie^s 
neiglilionr*?, 


^ y/re ■ The of laxaiiun ^ a*seN-r<i Jn dimi.-t relation 

to the henefits ecmi'errerl is in its infanry in thi^ {? iri of ilu^ norbl? 

A. — r think so. 

Sir Pereii Thompmn, Q.— May T refer to ilie Puhlie Werk^ Dopnr! inent 
letter i>s'necrin 1007 in which they said filial there nas no rea>oii why ihe 
railways should not pay for suelt specilu* pnr|nwt‘r Why shonhl iliey net 
payr' Mliy should there he any ]n’os.estr 

A.— 1 think in that letter they talked of general J axatioi'!. Whore 
spedln* sco'vii^os are rendered, tlieir eO'^t can ho disi inj^nishefl irofu general 
iaxation. 


Q.— Edneation has heen recogni-ecl as a General and tauaHois servit.o. 
Edueation eess is in fact a enteral tax. The Ihetary of the \Uio!e thnii^ 
that educadion as such Is tor the heiieht ui ihe uTiole conniiiiiiin and <e?t i*e 
life p, articular children who are educated. 

In Enoiland taxe.N for oducaiioii inul other servli-e^ are I'arniarked. hot 
are totallrsl up for ]nirposes of coUection. ihrt iho toinl ran* has^got at? 
eoiuponeut part>s. one jioes to tin* prior hoit-e. unothor mws in ihe e sunation 
eonnuiitees and so on. 

A.— Tn this country it is noi so; lake t!ie case oS waiir»raio; ii is 
restricted and oarniarked for om* ohjeci. ior loetoin^ toiony, wnh ihe na-eipis 
from sale of tvat('r) the expenditure incurred m c<ninecia>n with the vipply 
of water. As soon as the receipts exceed such expenditure, you have to cut 
tho rate down. ■. . 


England, suppose tlie rates are cut down, they are inoMeui in 
the general tax. 

it is dealt with se]iarately. 

Q.— ify own impression is that the Government of fiidia have taken nn 
entirely different wiew. ^ 

A — £ think that is due to your taking the i‘Xpreshioiis used hy ihciu 
in the strict literal sense in which such terms would lie used ni u report 
hy a committee of expeits on taxation, ihe orders a. re vague. /d 

all, they i^siicd ordor.s iiiaking all raihvay^ liahlo to Vl^. ""'"^'1' ,k„y,; 
Then tiiev changed their view. 1 do not think lia%e €%ei ckarh 

defined what they considered to be right, which particular lax railways 
Ehould have to pay and how such taxes are to Ijc assessed, etc. ^ 

Q, You think on the question of principle we should he quite delinked 

A.— Yes. 


Br, llyder, Q.— You agree to the liahiliiy of railways with regard to 
the onerous taxes? 


— ^^rhore is no way out of it in view oi ilu* lieclaraiion refetred to 
by Sir Percy Thompson. 

(-j.^^Yliey fehoiild ]>ay for deltnilo benehts rect'ived? 

.Y — Ye.s, certainly. They should pay Idr the services lliey receive. 

Q. Xf servh'es are of general nature, you will agree io the pfjsition 

that 'they should pay these onerous taxes? 

— X think under the Government of india's deelarat'mn ihey vvill 
ha've to pay. 


Sir F&rcy Thompson. Q.- — If you had a special edueation cess deihsiuoy 
levied for edueation alone and if the muHici]mlky in the course ol tune 
said that they would impose another sjiecial tax, you would then |)ay. 

^ A.— That is exactly what they have been doing ui'ptil! recently. Tliere 
was no special education cess in the past. The co^t of edueation was paid 
from the general revenues. But the special cess has been introduceu only 
recently because certain municipalities started compulsory educatiouj aurt 
the proceeds of the special cess havt^ been eannarkod for tlie extra sum 
required owing to the introduction of the compulsory systenn 





A* has happened in the past is this, Tli© railways have been 

compelled to make these arrangements (which inay be costly) when they 
started their operations. In the first instance they ^had to arrange for the 
housing oi' iheir staff and the provision of the iminicipal amenities required 
for tlicin. 'Phoy formed a separate colony for themselves. Inside the 
colon.Y they provide roads, education, water-supply, etc. Gradually you 
get a _ town growing round the railway premises. Theji a neighbouring 
munieipality proposes to include this colony within the municipal limits. 
The question is whether the railways should be compelled to pay for 
municipal amenities which they have been providing for tlieraselves, because 
they happen to be included within the limits of a municipal town. I think 
they should have the power to put forward their views as to whether they 
should he lialde to pay a particular tax or not. 

Q. — [ am thinking rather of a case of a station like the Victoria Terminus 
in Bombay. Supposing tliey said that they did not want to take vv^ater- 
supply, scavenging, etc., would not the local authority be put to a loss.? 

A. — T do not tliink snch a case has ever .arisen. What I say is that 
whenever there is a proposal to include these railway colonies within the 
neighbouring municipal limits, there ought to be some provision by wbich 
the railway authority could state their case befoi'e an impartial tribunal. 

Q. — Can it not do it before the Locar Government ? 

A. — No. Now tlie Local Government means the Local Self-Government 
Department which is naturally prejudiced in favour of the municipalities. 
T have here two eases where the Agent of the G.I.P. Railway has com- 
plained against * proposals to include two railway colonies^ at ManmacI 
within municipal limits. In these places they have got their own private 
roads, water-supply, and all municipal amenities, ^ and will get no ad- 
vantage from inclusion within municipal boundaries. It must also be 
remembered that railway authorities differ from private employei's of labour, 
e.g., they are enth'ely responsible for the whole of the sanitary arrange- 
ments on every open line. 

The Freshlenf--. Q. — In short, what jmu would like is in the ^event of 
failure to agree to any contracting out, some independent authority should 
detei'inine the cpiestion? 

A.— Yes, that is what I want. 

Dr. llycler. Q. — Tu the case where you have clearly marked railway 
colonies it is all right, but there are a large number of stations where 
there are no clearly defined railway colonies and where the services are 
rendered by the inimieipalities. 

A. — I quite agree. My proposal is in cases where there are separate 
colonies and the question" of including them wnthin the neighbouring 
Biiiuicipalities arises, there should be some independent authority to decide 
tlie question. 

Dr. Pamnjpye, Q. — I believe Government always ask if the railways 
have any objections to put fomvard, 

A. — ^Bufc the point of tlie railways is that the Alinistry in the Local 
Belf-Goverument Department is not an entirely independent and unpreju- 
diced authority . ■■■■ 

The Preskhinf. Q. — I know an instance wdiere a railway company is 
paying two municipalities simply to be allowed to remain outside and not 
include them within the limits of the munieipality. You want an unpreju- 
diced and impartial tribunal? 

^ A.— Tes. 

Sir Percy Thompson. Q. — There are municipalities in this country which 
raise quite a number of different taxes. But in England there is only one 
tax, namely, a tax on land values. For instance, in the United Provinces 
the revenue is ehiefiv raised by octroi, in Madras it is chiefly raised by 
house tax. Does it not therefore mean that the contribution by railways in 
Madras is far greater than in the United Provinces? 

A. — Undoubtedly. 



it sliottld 1)6 like that. 

A:.— Certamly.'; 

Q.—WIm is to decide? 

A.—f iln’iik it v/oiild be vary advisable to get soma clefitiito iiiiiforiii 
system laid down. ' 

Q^. — I'fare you not considered tlie rei'cnmnendation nnsde by the iiuiisicipal 
conunittees in ilu; rnited Fiwiitees on llie gross eariiingH? 


til© property. It may i)e riglit or wrong. Wby siioiild yo 
exception in the case of railways? 

r; • A.— Hallways are different from and have alwavs bee 
from other concerns. Outside the numieipal limits' there 
Q.— Lands uncovered hy buildings are charged 
f A. — ‘T do not know that 

inan has got a godown, they 


iniforiii practicp, IJsiiaiiy if^ a 
value of the site it stands on. 
be iTiiiiiicipalities, ' ■ 

Q.— Do yon know of any other way of iaxing. aparf frm\ iaxino the 
railways by reference to the annnal value of ihe property? 

A. — I cannot think of any other system. 

Q.—Do yon think a tax on the annual value of property k fair? 

^ A.— T think it is fair on the whole if you can get an equitable method of 

.j determiiaing the annual value. 

■!, Q.— It is subject to the defect that the emitributioii l>v railways varies 

:,j according to the methods. 

, ' A. — So it is for every business. 

. : . , Q'—Bon’t you think it would be a strong measure to have different 
I j |>linciples in assessment, one for the railways and another for others? 

ii’ h;A.-^No; of course there are difficulties in applying any system ©van if 
’i !■ jt IS umfOOT. 





Q. — You iiave not got this uniformity in any case, because it much 
depends on tlie ainoiuit they raise by these house taxes. Uniformity is gone 
iiniess you hp^e a uniform tax in the munieipalities. It would no doubt be 
more convejiipit to the j-ailway cojnpanies to have one principle for all of 
their properties, but do you think it would he so for everybody else? 


xV. — Certainly. I think it would be more convenient to everybody to 
have a dchiiito form of rule rather than having the present system or rather 
lack of system. I do not think it is satisfactory either from the point of 
view of the local authorities or from the point of view of the railways. 

Q. — Supposing in Madras the railway company had a bare uncovered 
property and some other private company had the same kind of property; 
so far as the private people are concerned, would there not be a source for 

..compiaint? . ' - ' . ■ ' 

A. — I do not til ink so. The fact that railways are Government property 
puts them in a i>eculiar p>ositioti. 

Q. — You have section 135. Are you going to urge the point that the 
railway x>i'opm'bie3 should be treated separately? 

A. — It is a very diiScult section to use as , long as you have this divers© 
j>ractice. It is very difficult -work unless you lay do wui some x>riiiciples. 

Q, — Supposing you lay dowm a principle that buildings or houses and 
uncovered land which are not used for traffic purposes should not be taxed. 

A. — They remain the same iiTesi^ective of the volume of traffic. The 
sisso of a marshalling yard is not determined by the amount of the local 
traffic. 

Q. — If you do not pay to the nuinicipality for the land on which 
the marshalling yards are situated, there is no reason why you should in 
the other case. 

A. — The marvshaliing yards deal with through traffic, not local traffic. 

The Fresklent, Q. — If you are going to pay in proportion to the amount 
of traffic roughly, then you can exclude marsliailing yards, otherwise not. 
I do not think you can ever work it bj" fixing a lump sum. After all, the 
railways must bear their share. Tlie only difficulty will be with regard to 
the maximum rate. The standard rat© is there. I do not think you wdii object 
to it as long as you have got a unifoinn i^rincii^ie. 

A. — It is the princix)]e that ^ye wish to be settled. 

Dr, Paranjpye, Q. — In the case of these small junction stations which 
owe their importance entirely to their being raihvay junctions, are the 
railway administrations prepared to take over the local administration of 
such places? 

A. — I should think so, so far as the railway colony is considered. But 
wffiether they can take over the administration of the wdioie place even 
outside the raihvay limits, is another cpiestion, I have got a letter recently 
regarding Janialpur which is almost entirely a raihvay colony. But there 
is a municipality there which has just raised the taxation to twm or three 
times w’hat it wnsi two years ago. The railways would prefer to work their 
colonies as a separate municipaiity. As regards the taking the ivhoie area- 
under the raihvay administration, 1 doubt whether that is practicable. 
I do not see wdiat difficulty there is in their having a separate colony. 
In the United Provinces, for ijistaiice, there are cases of three miurhnxjalities 
in the form of a municipality proper, a notified area, and a cantonment 
adjoining on© another, and I have not known of any difficulty arising 
''"there. , ■ ■ 

Q, — If a big x^art of the area is taken awmy, the other part cannot be 
w'orked as a municipality. 

A.— I doubt if a Minister for Local ^ Self-Government would accept a 
proposal to allowing the railway authorities to have control over the non- 
railwmy community. I do not know if that would be a practical measure. 

Sir Percy Thompson, Q. — ^As regards the basis of assessment, I gather 
from your note that considerable difficulty is felt by the railway 'companies. 
Generally speaking, there are two methods of assessment, one with refer- 
ence to the annual value and other, taking an^ arbitrary poi'centage of the 
capital cost. Do you think it is possible to arrive at the annual value? 



Bat IS there no difficulty about the oapititl \Yhm% the valm 

railway eoiiipaiitts^ fuiiiribiiiif,ii remains 

A,— But the value of the ruihvay pn)pcri> ilocxs uoi c;o nii to tlm 
railway. Iho permanent way is o( iha inuie value ia the railway %%beiher 
Situated u. desert or in a city. 11 you sell a itfne.e. ilu* iiiirc'lia.ser will 
pay more than the original cost price owing to the ri.^c in the rain© ff 
. . iaiidj, but this woiikh noti apply to the sale oi* a railway, 

to the viihiaii.iii tiy tlui {'olk.rtor 
on tho land accimsition pmn-iple?. suuuluit!fou>ly \i itli llie iviiMi.n of tiio 
asscssiiieiit ot the house tax? 

Taluo 'of \lio lailwuy to tiihe tho liutrkofc 

Q.— After all, the aniouiifc 1% not very large. 

J5r. Supposing you sell iltc State raihvav to a whiiikiuv 

•Rould you sell it at the capital cost? 1 . 

profite~^*^ v™aM he sold as a i-uniiing concern with ivi'crciK’e tu the 

^yesyenf. Q.— Suppose you gave up a piece of laud and ilio Local 
Goveranient took it over; on what basis won kl yon detenaino the vahie? 

A. ^At the market rate, just as they cliarge ns. 

rni town _ like Bangalore ; you have got extensions all over 

The railway property is going np hci auso ihe toan is inm'itsing and it is 
legitimate that they Ml pay a higher tas. and it is a c,m"itn wtdlier 
had HiO'isuro such an increaso. Hut a rongh and ready way can be 

railwlrpirty. ‘'it' nevwmn. 

t ®o with regard to the liouse tax. But as tlie line of 

least resistance, would you adopt that principle? ‘ 

perewtegof'" Pi'opared to object to the principle of taking a eortaia 

you fon^objocS''"'^"'”'’ constant rale on tho capital cost, 

A.— No, I won’t ohjeet. 

The President Q. — ^You mention, would not bo lUireasonable to 
wS inunicipid taxes for railway Imiklings aiid*'structm'L 

which are provided tree or charge to railway passengers for their comfort 

and ^ convenience, such as ivaiting rooms, platforms, refreshment ?ooms! 

A. Yes. I was thinking of the waiting rooms, etc. 

for Sese^SilikS'TfoT 

A. — I suppose it ought to. 

‘goods^yai^’^"^' ■slation pieiuKc.',’ or 

A.— No. 

Rai£y aS''' ‘'^Uitiun prcmioc- in iho 

A.— No. 

Sir Peroy Thompson, Q.— Could you give us a defiiiioiou? 

.sti-a%hb off. There used to be a definition in 
SnSS® Municipal Act, which excluded certain buildings 

tio helnXXdP^”^' ^ ** platform area is distinctly 

tioniC»k§oZ‘>i™l'^*l®*’^’?'V- you should take into considera- 
te A building, and the gomk-shed, if you are 

130 taKO aa tho basis the bmldmgs used ior local traffic. 




59 ? 

Q.— Wiiat aboxit tlie motor tanks, engine sheds, workshops, etc. ? Then 
there are also hospitals, dispensaries, sehools-j-vetc/'- V „ 

A.— Most mnuieipalities exempt hnildiiigs like dispeiisaries and schools. 

Sir Percy Thompson. Q. — It would be better to hare a statutory exemp- 
tion.' ■ . ■ " ■ ' ' ■ . ■ ■ ■ ’ ■ 

: ■ : A.— Yes..'." 

The President. Q. — ^You exclude ^hospitals, dispensaries, schools, un- 
covered lands, lands taken ux> for track, sorting and marshalling yards, 
sidings outside station limits, etc.’ You have station land, goods yard, 
goods-shed, machine sheds and workshops. 

A.— I do not think you can exclude workshops. 

Q, — ^You don’t want to exclude engine sheds? 

A . — -I am rather doiibtfnl. 

Q. — One of the things about which there is a lot of trouble is water 
tanks. You say ^Buildings’ include houses and any other structure whether 
masonry or of any other sort.^ 

'.. .., A.—Yes. . 

Q, — ^Really you would accept the taxation of anything in the shape 
of building, but not tbe lands.?* 

A, — ^Yes. I would not include inarshalling yards. I do not think they 
affect the municipality. 

Q. — Can you distinguish between a marsballing yard and a goods yard? 

A. — Yes, certainly. A marshall i rig yard is where the trains arc nuide 
up) ; where through traffic is sorted out and rearranged. 

Q. — Everything in the station limits excepting marshalling yards and 
permanent way, yon would have? 

A. — ^Yes. 

Q. — That simplifies matters considerably. 

A.— I think so. 

Sir Percy Thornpson. Q. — You would not like the English system hero? 

A. — ^jSTo. It has never been suggested here; committees wlio have 
rexmrted on the matter have condemned it ; and I do not know how it could 
bo worked. 

The President. Q. — ^You do not recommend special legislation? 

A. — I think it is desirable that we have either special legislation or 
a sjiecial order laying down some general principles and not leave it to 
the individual commissioners to settle individual cases on no uniform basis. 

Q, — ^And if you recommend a special Act, you recommend a similar one 
also for Government lands and other public utility bodies, such as port 
trusts, etc., in reference to which the law is equally vague? 

A. — ^Yes; I think it is necessary. 

Sir Percy Thompson. Q. — If you refer to the Government of India 
momoranduiu about terminal taxes dated 6th July where the principles 
are laid down for the guidance of Local Governmeuts, you will find the 
more important of these principles are that the terminal tax should not 
necessarily be looked upioii as a sfcexj towards an increasing degree of 
direct ta,xalioii, but may be introduced merely in order to i*epiace octroi, 
provided that the receipts from the terminal tax do not materially exceed 
those from the octroi which it sinxersedes. Are not the words ‘'towards 
an increasing degree of direct taxation” a mistake for “towards an in- 
creasing degree of indirect taxation’ ’ ? 

A. — No. The idirase is quite correct, but in order to understand the 
meaning it is necessary to explain in some detail the history of the intro- 
duction of the terminal tax. The i^roxiosais for the introduction of a 
terminal tax were made by Local Governments, more particularly by the 
United Provinces Government, as a means of getting rid of all the evils 
of octroi. The Government of India and the Secretary of State had 
opx^osed terminal taxes on princix>le, and when pressed to agree to the 
introduction of terminal taxes as. a lesser evil than octroi, their first 
decisions were that the terminal tax might be introduced merely as a 
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kmd of half-way house In the traiihition iroiii indireei iaxuiioii as repre- 
sented by octroi to dim-t taxation.^ Tlu? UintCii Provinces Coiimdttee liad 
recoininenclecl the abolition of octroi in all niiiiiicsiujliiirth in iho provinces 
and in the majority ^of cases had proposed ilmi ji slandil be replaced by 
tiiiec'fc taxation^ hut in the lai'i^er towns and maiii cc*nifcs trade 
the receipts from octroi formed a luncli greater proiMiiiioii of the total 
luimidpal iiusjme, they had aiitieiputed that U would be diflienit, if not 
iinpossihle, to obtain iinmediaiely tlie whole of the roic-ipis ilio\ had derived 
from octroi from direoi taxaiicnj, and flaw thiundoris in ngard In ihose 
partieiilar places, proposed that they slionld be* allowed Ifi derlvt' at least 
a certain aniouiit of the jacome then derived rruni oured front a, teriiiiinil 
tax;^the higher aiitluodtie'n Jiad laid tlown miginally that thU iiiighl be 
]K*nim,ted merely as a innedtory arrangoimou w pave the wav fhmilv for 
tho Introduction of more direct taxation until die whole of “the receipts 
could be obtained fiiuilly from direct ^ taxation. I1ie Local (hweriimoiiiH, 
howevtm, ol^ the provinces where octroi was in ioree. aid icipatml timt llic' 
iiuiiilcipalitics would strongly object to any proposuL that is, to 

introduce terminal taxes merely us a temp(iraiy lueiiMire t\ ili u view to 
the ultiriuito rcplaeemeut of octroi by diicvt taxaiion. In {}u> principle 
rclerred to, the Governmeul of hidbi gave up their original position and 
agreed that terminal taxes “dmuld not nerevsarily be lookr-d u]Mm ju a steii 
towards yin increasing degree of direct taxation' but wighi be introducecl 
merely in order to replace octroi, provided that the reeeipt.s from the 
teriniual tax did not materially exoeed those from the mdrui which it 
superseded'’ ; that is, there nas no ubHgaiion on the part of mnnieipalities 
ri hei e u terminal tux was niliaulucod in place oi octroi to ultimately gel rid 
of terminal taxes hy direct taxation. 

The Pi'enidetd, Q.— The puinl in your memoraruhnn h that there should 
he a controlling authority over the schedules of terminal taxes. 

A.— Yes. The Ooveriiineni of^ India first kkl down a principle that 
the termhud tax should bo only introduced in repiaceincni of tlie octroi 
and It should not he allowed under any other circumsianees whatsoever 
But this principle is not strictly enforced now. 

Q. Would you udhei'e to that priintple now and suv that 
tormina! taxes should be levied:' 

A.— Yes, except in replacomeni of octroi now in existence and to 
produce nu income not greater than the existing income from octroi. 

Q.— The terminal tax has been introduced in many places since the 
HeforuLS, and it would be unfair to refuse it now to the other towns. 

\ at the United Provinces Report you will 

find that out of some 7D or 80 numicipalitie^ where octroi was in force 
in 40 or 50 octroi was replaced hy dirciT taxation and onlv the remainder 
were aliow^ed to replace it, either wholly or in part, by'^tenninai taxes. 
jLiiere was the same unfairness then. 

Q. — You say they have begun to go back.® 

■■■■■;. , A,' — Yes. . 

Q.— Assuming that iJio terminal taxes exist and von tliink that there 
should be an independent authority to hx the ra.iek etc., whom would 
you have as controlling authority? 

A. — Lt should be tlio Government of India as before. 

Q.— Hegardiug the increased rates, Urn railway auihorilies insist that 
they should be (‘onsnlied, and T suppose they are certainly right. Would 
it be satisfactory it the final decision vested with the Pj'ovincial Goveinmont? 

A. No. It never used to %"ost with tlie Provincial (jovernmeni hoforo. 

Q* ^^Youkl there not bo a strong opposition now to go htwk again to 
the Government of India? 


A. — ^Yes, but that cannot be helped, 
control. 


OlherwiBc there will bo no 


I)r. Eyder. Q.— pu know thorn is a vary big liulustrv in ilonulabad. 
supposing the muiuoipality wanted to realise tho i-eremie 'from this manu- 
tacture, and they thought instead of going to e%-orv iilacksinith, it is 
to realise the revenue from tho raw matoriai imported through 
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A. — I do not know if there is a terminal tax there. The rates are 
extraordinarily high not only on industries in towns but on everything 
else. If they tax these raw inatericals, I should think they are doing a 
wrong thing bec^aiise it will do considerable damage to the 'local industry* 
The trade will certainly suffer. 

Q.— But there is tlio presumption that the trade has established itself. 

A. — I should think it is a dangerous policy for the trade. 

^S'ir Percy Thompson, Q, — Practically your recommendation is that wo 
should return to the pre-Heform days? 

A.— Yes. 

Q. — You cannot see any half-way house.? 


tax which would follow your railway schedules and inipc 
on articles which may be taxed and rates which may be 

A. — ^^rhe classification can be clone by following the 
But it is extraordinarily difficult to lay clown any ^rates. 

Q. — Is it difficult to lay down the maximum rates? 

A, — ^Yes, T should say it is very difficult. 

Q,-™-WIiy.? 

A. — Because after all, these terminal taxes 
as something in addition to the railway freight 
according to the distances the traffic is 
by adding a few pies to the existing 
like Cawnpore, which is a large distributhig 
sale trade, which works on a 
with the retail triule. On the other hand 
may make no difference at 
within the municipal limits, 
is a big distributing centre 
be scrutinised to see that i 


are in practice looked upon 
The railway freights vary 
carried. Therefore, the rates 
ones might kill the trade in a place 

centre and a centre of whole- 

small^ margin of iirofit per ton as compared 
\ a larger rate in a place like Agra 
all where the rate is on goods consumed 
It all depends on different centres. Cawnpore 
and every small increase in the rates has to 
t does not affect tjie trade. 

The Presiileiit. Q. — Would it not be practicable to imj^ose a maximum 
rate in any municipality ? 

A. — If you are going to prescribe a maximum rate, it must be a 
low one to suit the big centres of trade; otherwise the trade will be 
killed; while such a low maximum rate, necessary for the protection of the 
big trading centres, will bring in no appreciable income in towns which have 
no such trade where the imports are mainly of articles to he consumed 
within municipal limits and in neighbouring areas. 

Q. — The ])ig centi'es will not use the maximum rate, 

A. — Why? There will be nothing to prevent them. 

Q. — Because it will kill the trade. 

A. — But that is wiiat they have done and what they did do with the octroi 
rates. The octroi rates drove trades out of several towns. 

Q. — You think that no maximum is better than a comxiaratively high 
maximum ? 

A. — T cannot say that, but I say it is very difficult to fix any maximum 
rates that would be suitnj)]o for all munieipalitios. 

Sir Percu Tlio Hi pson. Q. — You mean that the maximum %vill have to 

bo such that it will hot absolutely kill the trade? 

A.— Yes. Then you will have to consider many other points relating 
to individual trades. For instance, they may he small places. 

The President. Q. — ^Would it not he best to levy the tax only on 

the exports in. certa.i,ii cases? ■* ■ 

A. — It might be worse than the other. 

Q. — Take tlie instance of cotton that comes into a town where there 
is a ginning factory. In such a ease, would it not be better to levy a 
tax on the cotton that leaves the factory? 

A. — Yes, but I do not believe in taxing the raw material. It would 
be far better to tax the trade directly. 
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Q.-— With reference to the notifieat^ioii of the tolk let led in eoiiiieetiori 

with the tenninul tax, do yon agree to that? 

A.— If yon refer to the Kagiua proponalh.^ I do noi agree with them at 
ail. The&fj propmals mean the reintrodiietifiTi cif octroi iiii tier another ' 
name far 4j> relates to traflie c-oniing in by iniad. I'licler tlie teriiiinal 
.sy>teiss in foree nt Ciurnpore ami the .NVsteiii whi»'h it^ luis origitially pro- 
|)osed to apply to other n]iiiii(‘ipalilie.s in the rnitetl FrovhieeH, ^ihe 
tennitial tax on goods arriving hy rail tvas emniterhahineed hy u terminal 
toll on gOfKls iirriviiig by roatl, hut tliis teriniiml toll was iirii ley led 
at differential rates aeeording lo freight or amotini or class of arth^les 
imported hy road; it wais simply a tax on earls. j\ fixed nite was c-harged 
for oTcry oiie-hnlh»<*k cart, and another rate for two-hiilloek eari and 
Hiiotlicr rale for a foiir-hiilloek cart* irrespective of the ainonni or eharae- 
ter of tlie f'onients of the earls. There \uis oul\' one sjighi variation iii 
the general rule that no rlistliietion was in he nuide^ In die aiiioiint of 
toll owing to any differenee in the nature or f|naiiiity of the conteiitK 
of the earis, and this was that certain kinds of iinpoHs of very low value 
sneli as earth, hallast. grass, etc., wanxf elnn-ged a lowey ^ rate of toll. 
Tho system w'as very easy to wmrk and reduced to a miniinuin the in- 
eotiveiiiences to trade or possibilities of pecuhdioju 1 lui’ve seen ^ a hiuidred 
carts pass through a terminal toll bar iti C’awnporo iii a few 
minutes. One carter -would come np and ask for a hundred tickets for 
two huljock-eart'> : die charge h(‘ing 8 anium per cart, he paid 50 rupees, 
and ail that the toll elerk had to do was lu sec^ that not more than 100 


wits carrying in his eaid <‘onsisied eff grass, earth, or any of the otlier 
few articles entitled to go thrmigh at the* lower rate, that the eontemts 
wore looked at. But- in the Nagina ciise. while iln?y propose^ In have a 
general rate and this lower vide for the few Icnv priced com modi ties referreil 
to, for a large number of articles iheyj>ropose to levy as a toll the same 
aincmiit of tax m w'ould be eolluehxl If the^ goods earne iff hy rail, and 
thi$ I consider to he merely a rein trod uetion of cHdroi under another 
naiuo--an octroi tvitlnmi refiinds. It will have all the evils of octroi 
as it will moan stopping of all carts, the exaininaticni of the conteiite of 
all carts, the weighing of these eonteuis, and it was this kind of evil in 
connection with octroi winch It was sought to aholisli wdnm it was pro- 
posed to i^ephu-e it hy terminal taxes and terminal ddls. 

Q.— Can you tell us anything about the terminal lax in Karachi? 

A.-— I do not know 'iinieh about it. I think It is a very andent tax " 
there. 

Q. — ^Have you any views on the town duty on cut ion in Bombay? 

A. — ^Yes. The railways have mode a strong protest in the matter. 
They have said there is no objection to getting out of a terminal tax the 
same amount of net income derii'ed at present from the town duty, hut 
if the Corporation are going to take 20 or 40 lakhs more out of the 
terminal tax out of it, the railway traffic is bound to be reduced. It is 
of little use attempting to cut down railway freigbis or harbour dues 
to attract trade to a port, if the local Corporation ])ui' on terminal taxes 
on goods coining to the port. 

Q,— Do you think it is legitimate that, a town like Btunbay should tax 
manganese which is going through that town? 

A. — T think it would he starting on a, path lhai vould ultimately lead 
to the destruction of the trade. 

Q. — The justification for octroi is ihal ii is a inx <m the consumption 
of the town? 

A. — ^Yes. 

Q.— In the case of manganese going through Bombast it id purely a 
transit duty and contrary to every principle? 

A.— Yes. 

Q. — ^You know' the town duty on cotton, w'hich is ap 3 >arently 50 per 
cent of the export? 

! A. — I do not know that. The railways always objected to this terminal 
tax. It hanix>ers the railways tremendously in fixing the rates. We 
consider that terminal taxation generally is merely a method of abstract- 
ing a certain amount of railway i^ev^nues for local purposes. 
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Q. — You hiixi) not. very definite sugjt^estions how to try and check 
ill in tendency h 

. A,- 3Jy view IS that you siioiild go back to the origiiud principle 

laid down when the iirst tenuinal tax was sanetioiicYl and insist that 
; the anioniU raised by levying the termiiud tax should not ex('eod what was 

i raised tfirongh octroi, 

Sir 'Pcvvtj Thituipaon, (J. — Are lliere any political difficulties there? 

A*-'"-Ah\s, iln‘re arc always such difficulties. Tt means ehanging the 
C'onsMrutjonal rules. But I do nob think there is any other way. The 
only method that the Central Government have got at present of inter- 
fering is tlirongh the railways. But if the railways w'cre to protest and 
to collect the tax, the niiiuiciiialities would simply put a. toil bar out- 
side llie railway stations and collect tlie tax on goods as they pass out 
by examining and vrcighing the goods as tliey used to do in collecting 
octroi. 'C 

Q.— Would tlnu'c be any difficulty in having all these schedules revised 
under the control ot a conniiittee on which the j)r(>viiicos are rej'n’esented 
and also the Bailway Board? - 

A. — 3 do not think you will get nuidi out of it. 

Dr. Duder. Q.— Would you refer tlio ciuestion of the rates of terniiiial 
taxes to the proposed Bates-Trihiinal, vho are intended to safeguard the 
interests ot trade? 1 ilunk if your Bailway .Board is represented on the 
Kates-Trihunai Goniniiitee, they iniglit tuke a broader view of the case; 
is it. not? . . .. 

A.-^'That also would mean a change in tlie law. 

77/c rrcsidriit. (y —Actually under the present arrangement the rail- 
ways are i*ecjiured to be f'onsnlted in every case; is it not? 

A.™~Yos. 

Q . — Yon have beou a Secretary to n Local Goveimiuent in the Local 
Belf-Govermnent Bepartnnmt. 3do you think it desirable to allow' them 
to iraine Acts as they do now allowing the .lo(‘al body to impose any tax 
that is admissible under tln^ Scheduled Taxes Buies? Tliere is 'great 
differeiU ‘0 betw'een the -Madras .Act wliich has got Cjuite a iiuraber of ela- 
borate sehednies and tlie .Piinja!) and the Central Provinces Acts, in 
the latter provinces tliey simply liave one se^iion iiy whicli any local body 
can impose any tax. 

A.— The position in the United Provinces, as far as I remember, is 
that no niiinicipalit'^' could impose a tax for the hrst time wdthoiit 'the 
concurrence of the Local Government or of tlio j*epreseutative of the 
Government, the Commissioner of the Division, hut no such sanction was 
recpii^'ed for the variation of the rate of tax. The rules regulating 
assessment and collection of the tax had to lie approved of by the 
Commissioner, but tlie Local Goverjnnent had prepared model rules, and 
in practice any municipal hoard conld make any rules in conformity 
with those model rnles, and all that the Local Government coiisidere'd 
W'ero proposals for variations from those model I'liles. They had to look 
at any such variations .mainly in order to decide wlicthor they Avere legal, 
and as a I'esnlt of such rerevenees, the model rules were l>eing continuously 
altered, and in many cases w’here. ditferent systems had been, devised as 
ficing sniiiilile io different luunieipalities, tlie Government dr<nv up alter- 
native sets ol‘ model juiIos wdiicli niiglit bo adoided l>y the nianicipalities. 

Q.— The Ai'adras ]>raeii(‘e is to endmdy the mo<lel imles in the schecliile 

itself. ^ 

A. — The United Provinces practice is different. The latest Aliinicipal 
Act ami its schedules embody only such provisions of old rides and regula- 
tions which have lieen found by x>ractico in the j^ast to be generally 
suitable and to w'ork satisfactorily in ail municipalities. Tliose general 
provisions of the Act or schedules are^ supplemented by rules or by-laws 
made by or for individual municipalities and it is for these latter cases 
that the hnode? rules are framed. 

Q. — Do you think it desirable to make it eomi)ulsory to impose c(‘rfain 
taxes? 

A. — ^You mean direct taxation? 





Written memoranda of witnesses not examined orally. 


Written memorandum of tlie Board of Eeireiin©. Madras* 

Q, A-II {if ). — So fur iis ihU PreNttloiu^y ^ ihjik onicnl, the 

Board considers that the statisties contained iu The Slffilsi h ni Ah.si nn I oj 
British India, wlii<*h gives tfio (juaniiiy and value ot the minerals |fi'o- 
duced are adetiiiate. The figures in the aluAC puhlieaiion are iound repeated 
in The Vcfrmnerviaf t^tffti.^lics of Jirilifih Italia, The Uiv^inh of ihf Ucahojiral 
h^tirretj of India, volume (jiV* etmt.-uii ^ ni ]audu. tien and value <il‘ 

minerals i'or 11)^0 and Iddl. The returim eoiuainiug theM‘ vtalisiie.s ava not 
submitted to ilio Board and d. lias no means oi eliec'kiifj:': their aceiiracy. 

Q. 10. — The land revenue ot the PreddencN' deriretl from the under- 
mentioned sources : — 

(i) reshlcash in })erinaiu‘nily-settkHi estates. 

(ii) Shroirinam jodl, 

(iii) Proprietary estates village service. 

(iv) Ryotwari demand including naltu'-rate. 

(v) Miscellaneous revemio. 

Tiiough local-fijnd cc.ns^'s a.r(‘ ctdlected along wiih land revenue thi\v 
must ho diKliieted for Iht? purpo.M* of ansvei-ing tlu^ <|!nviit)in Tfio 

total land revenue demand for fasii TTid (ifkid-btf) exciuding 
(R^s. 91,86,961) and deducting remissious (Rs, dd,'91,oH) wim R^, 7,10,0 IJIHT 
as shown in thc3 statement annexed. .Details nra givc-n in ii for im]K>rtaiit 
items under V — Miscellaneous revenue. 

In order to decide what items are included whicii do not fail within 
the definition .of a tax, it is necessary to define -fu.c. For the sake of simpli- 
city the Board will adopt Chapman's definition as ‘Ui ccmipulsory contribu- 
tion made to Government under stated conditions wlien the conirihu- 
tion is not a qmd pro qm for a specific service reiiderecrC It is obvious 
that items (i), (ii) and (iv) arc tax revenues and do not call for anv remarks. 
In the case of “pi'^priefcary estate village .service items *u'ii)--lunv- 

ever, the idea of equivalent henefit is very |)rnminent. The i-css levied in 
order to allow of payment to Tillage officers hv Gmtuuniicin insumcl of hv 
proprietors, and it would appear i.hat it is not a lax. bur the noin* is 
by no means free from doubt. Turning to item V - M is, vibuu-oiw rmcuiic • 
iho iollowjng items are apparently noi of dm nalujc of ;? m\;- 

4. Enhanced waler-rate for i? regular irriga-imt 1 1?'., 'o7:.MhS) 'ph;. 
Ls a penalty. t ' . 

Enhanced charge Air irregular occnpaiion of (and flF l.ssi - 
.rliis IS a penalty. ‘ 

0. (ii) Enhauecd charge on p>n-aii,l>ol.f s i IF. .‘J bl Ibiu ■ I’hi- i- - 
penalty. - ^ » 

8. Commission on. estates under (ho Churl of Ward- UN, b 

9. Reveiuie from process .seiu icc fees flN. ]7jN8g 

10. Bale-proceeds of lauds sold TRs, Sale rmrenue. 

13. Sale-proceeds of coir (Rs. 1,10,21 7)--~Bjde revenue. 

P lo. Janmahhogam (Rs. 29,776). 

. ’ ■ 19. Oo.st.s awarded in smt.s (Rs. 13,833). 

31. Bale of fisheries (Rs. 10,324)— Bale revenue, 


€0i 


().— It should urn leave* complete opiioii lo lln* Insal bod,\ / 

A.— .1 do not know that. Rcr^oualK I nonbi like lo ilirim !a\:ninit 

everywhere, in every loiail body, but I douin \o}‘y niach ii it a praci’* 
cabin mea>nre in the Xnrth of India. The fuiiy wicr ni ulirh I diiok 
any compulsion could be intnalm-ed in the matioi- oi iitpHiiJsg |nti'M^cular 
taxes to be imposed locally would be by restricting lo btu the pnfiiciihii 
taxes that local bodies could impo'>e. 



22. ik)hi of tl<‘!iuin-aiio!i stones (Ks, 15,282). 

23. Boiiuirealien fees CRs. 8,680). 

26. Sale of trees iRs. 9,53-1)— -Sale roreime. 

liH-- ’"’Cn induded ns it re|ji-oswils Uio skaro 
nr*; I ^ kjiHllord mu not as Ktnto, Imfc IW tlip inu'jwse of tlio 
puaiiil iiKiiHi,'. n. sliotild proliulily ke j-ognvdud as eriuivnloTifc to land revenue. 


Stateiibxt. 


Items. 


Amotint, 


Peshkabh on poi'mauentlj--settlecl estates 

SlirotTiviuii jodi 

Proprietary estates village service 
i.\ . J>,Yot\vm-i donimul incimling uaior-rato, secoiid crop' 
(Siiarge and di^ducting luiscella neons roveniio and 
■ ^ reinissions • ■ ■ ,. . . ■ . ' . ' 

V. Miseella neons tv\ onne tdotails givmi kelmr Jor’iniport- 
aiit item) ^ 


50,12,575 

7,57,078 

0,29,0.19 


5,19,32,002 

1,05,68,733 


7,19,00,067 


Inipuria/ft del ails under ircui F. 


Q* 11. TJrLs (piOotion refers to ilio items of non-tux revenues similar 

to Ihose mentionod in <). 10 ineluded irncicr revenue heads other than laud 
roveiuie, such as ‘Porest,’ ^Ex'cise/ ‘Registration,’ ‘Agricultui’e,’ ‘Rislieryd 


1. Jodi uiul quitreiil on minor inams 

2. Water-rate on minor inams in ryoi wari ' villages 

o. l.iiai'ge ior water in ;^aniindari and ina,m %nllages 

luclnamg tirvajasli and fasiijasvi ; 

4. Enhanced water-rate on lands in'egularly irrigated ’.*[ 
o. 1. iuirges ieyted tor ocxnipation (with or withont iii>pli- 
catioii) ot assessed and nna.ssessed lands for whieli 
no pattas have been granted; — 

(u) Ordinary charge 

(/.») Eidianeed charge ... .*■’ 

6. Charges levied for occupation of porainboke Valid or 

land rose r\ ed for State or conimitnal purpo.ses ’ — 
(n) Ordinaiy charge 
(h) Enhanced charge ... ... 

7. HeveniKq derived from tree pattas **] 

8. Commission on estates under the Court of* Wards’ 

management 

9. Revenue from jiroeess service and fee.s * 

-10. Balc-proeceds of land sold ... ... .!! V.! 

11. Rent of lankas ... ... ... ... .V ]'* 

12. Quitrcnt and ground rent ... 

V}‘ ^fvlc-proccetls of Amindivi and Malabar Coir ... .!! 

N. SiiclKpit rent ... ... 

15. Jaumabliogam ... ... ... ... ...* 

16. iMica rcvxmuc ... ... ... ... 

17. Ra(*k assessment ... ... ... ... ' ,,, V,* 

18. AsNcsMiicnt on resumed inams ... 1.’.' V' 

19. awarded in suits 

20. .Island collections (Alalabar) 

21. vSale of llshories 

22. Cost of donuircation stones ! ’*] 

23. Demarcation, fees ... 

24. Fees for prospecting miuera’ls and quarrying fees ... 

25. Lease of Government land and land ‘acquired for 

J*aihv4iys ... 

26. Sale of trees ... ... 

27. Assessment on backyards 


RS. 

23,10,166 

14;92,49:1 

22,72,950 

5,72,498 


5,12, 156 
'22,188 


2,03,193 

3,oi;i60 

4,95,072 


85,121 
ITMSS 
6,48;i61 
6:45,206 
2 ; 1.6,945 
r,io;247 
'43,565 
29 ; 770 
24,361 
19;284 
18,350 
13,883 
13,511 
10,824 
15,282 
8,686 
0.902 


9,802 

9:534 

7,176 




. ■ Axxkxuiie. 

XIX. B. Foliee-'Poiiiid Fund llfeeiiib—-' 

(i) Filler ou .^irn\ cattle, 

(,ii) Fee^ i’ur h/ediny: imposuided caiikn 
tiii) Side o( sorleiiid or iHipuiii-ded ciitule 

Uvd Snudry receipts -u**]i oh Mil«>prHoeud,v 
ti'ees. 'ete. " . ■ , . 


It 01 Lena! 


^ }0. — .---in Uie ou-;e ni land, 

Jl not easy to ^e]^arale the \wi1ei* eluu\ue I ruin ilu* iand 
is, however, now done !w laJ-iino; a jiiv-ui'ihed iteaeiUaLu.' ui { 
nssessinent a^ a sfiare diur 1*» irrigaiinn. Aildin^ "ilr.v il 
0-0 lands, iJie ttual iuu i’e\rn! 

-4 1.0 lakhs in invli Ld.’iU. The revenue under work- lor Vil; 
reveinu* a<*couins are kept was IN. ]p(,o hiklis and ilie uuei 
works its. 81.1 laklis. 'Hie r|uesii(jii wlietliiu* the ehare;e in 
(-lUide de|anids entirely ou v.Ianher all l(‘^itiuaue (Farttes liun 
tiou ehartt:ts) are made a^iiainM- ilte works hv ftil.lir 'Woj' 
and iho Board eaiinnt tltiniitc^iy .pi>- wlieiher flie ehnrne 
these works is advHpiate, Xo provision appoints lo hu made 
ol works and the dehil on airouut ol' <*olleeiio!i eharges i,s on 
tlie enllectmus. It is perhajas periimau: lo' note tis 

taatnet aaniiiiistration extBuliuj; viilap;e estahlishiuenls in i’asl 
per emit ol the total land revenue and cosm's (^dhsuefl 
vdla.eie esiahlishnient Ihi.hi per (ent. The esJahhMimeoi e 
revenue does, howevm*, perl'orm multitarious duties oT whs*-] 
oM mid revenue IS only mm. hlreai il liie peiveulape allowed 
adecjimte am! tiie omissfon to provide Idr deiu'eniat iou tlm 
vitiate the liojires. it would a])poar that the ehar^xe lor w 
productive works at least is not adeqiiait*. cveii it the (diarre u 
works JH adequate. ^ 

As regards wo j*]\s lor wdii<’U capital and re\enue lU'couut 
the enclosed statement shows the outlay incurred, the gross hr 
and the share collectea with land revenue during the last 1 
major portion ot the outlay is. strictly speaking, maiuttmanee 
ges, and only a, small portion represents capila! oiitlav. it is 
poasi lie to say wduit the capital outlay mi tlio'-e works 'was fr 
replar accounts maintained on correct pvlnmph^ hv which ij 
tal, depreciation on wajrks and plum, niaintcnaiice, 'and co-l o 
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^8,77,181 

91,53,436 

7 3, :3 4, 065 

3i-4 

iihi5-ir> 


25,2oA67 

98,20,576 

/ a,# 4,868 

25’ 7 

1916-17 


2i-,;3rqi69 

91,57,003 

76,29,222 

26 '0 

1917-18 


28,51,552 

' 95,76,717 

76,98,806 ' 

29' 7 

1918-19 


29,23,918 

1 76,92,072 

73,05,898 

:18'U 

1910-iiu 


28,47,901 

i 99,20,929 

80,98,449 

28'7 

1920-93 


29,64,885' 

; 95,73,710 

79,15,440 

.20'9 

1921-22 


52,85,210 

98.48,426 - 

' 81,12,667 

33-:i 

3922-20 


28,11,181 

99,51,292 1 

80,92,720 : 

28'5 

192:3-2 i 


82,25,867 

' 81,09,951 ; 

_ ! 

76,51,263 j 

39-7 


Avemge . . 

28,78,103 

92,80,111 

77,21,339 j 

3l’t) 


Q. 17* — Tlio iippareiitly lias I'erereiiee to tlie x^ropOisals in Q. l(i 

inunedialoly precedin'js Jor claiiuiiig a sliare in. tlie onliaiiced capital viihio 
oi' iaiu! re.siiitiiig ircnii tlie const i‘uctio,n. oi‘ an irrigatiou "work. 8o far as 
the laiKllioklcr and liis tenant are concerned., the J'orinor can, under .section 
30 (ii) of the Madi’a-^ Estates laind Act, onliance rout fen* i n ipiro von lent, s 
dfected hy him. and the jirovision of iiTigation facilities i,s regarded as an 
iniprovenieni. 'i'ins, liov.’ever, is hardly in the luitiirc of a bettennent tax 
.since tlie cnhanccnnent i'oU(.)\vs the increase in the productive ])owers of the 
laud rather than the inercase in the value of the land. The Aiadj-as .Estates 
Land Act in fact contains no ]n*ovision hy which any charge for hetternieut 
can be Jiuide. 

Q. 09. — The Board pre.sumes that what the Coimiiittee mean is that as 
the settlements of the sevei'al distidcts are based itifer alia on prices of 
foodgrains for ditferoni periods and a.s price.s tend to rise, tlie ioudonw 
being particularly marked in nioriy recent years, the incidence of a,s,sessmouts 
in the .several districts j.s not uniform and that there is in coiisequenc'e a 
certain, ainoiuit of iner|iiaiity, land re, settled recently being more highly 
as.se.ssed refr/’is’ pu/*f/ufs' than land 2 ’e.scttled some years ago. Such inequality 
would no clouht exist if at every .setiiement and resefctlcmeut the' Slate 
enforced its right to onedialf t>f the net ]H*oduee and fixed ilie assessment 
amn-dingly. in practice, iiowevor, the a-sse-ssinents fixed at the initial setilo- 
meiils wei'c icss^ihan tin? money value, at the commiaation price, of one-haif 
of the net ]M-oduce. The increase in a,s.sesMnent made at resettlements la'- 
presents only a fraction {>f the percentage increase in jirices which look 
place during ihc currency of the previous .seitjements. There is thus not 
}uu<*!i huxiuahly. uiiari from ilie inetiuahTy resulting from varving condi- 
tion.s, in ihi^ rales of a.sscssineni iixed at the re,setileiiiciii,s of thc^ .sovera 1 
dislricLs. Tin' enclosih siaiement, wliich compares the rales of a.sse.ssmcnt 
on a few faiamH iaken at random in some of the recently ixiseitled flistrict.< 
with tliose fixed in ,sonm di.stvi<‘ls resettled earlier, .show.'- that there 
little, if any, foundalioH for the underlying suggestion in the question, .‘•n; 
far a.s wei lands are com-ernod, that recent resettlement.s have impos(*d a 
more seven' hnrden loan previous resettlements because of thc-ri.se in price 
in recent years. It might be argued that a.s regards drv lands the mo;h 
recent resettli'inenl (hues shov thi.s tendency but difference'in di.strict condi- 
tions has to 1)0 taken into account and the Board does not consider that am' 
dehniie mlerenco can ])e chaiwn. IfiKlei- the orders recently is, sued the or- 
haiieemenfc of the rates of n.'^sessinent, where it is propo.sod on tlio ])asi.s o! a 
rise of prices only, will not in future re.se fctlemenis exceed IR-'J per cent The 
inequality reforred in the question is, in the Board's opinion more 
imaginarv than real. ' 


on j'ecogniKod commercial lines and it is not <‘Crtain what items would bo 
included under the ierm dairi' cost’. The Board cannot ihcreforo.' luiKard 
any ofjinmm m. lo which oi the two courses would he preferable in the case 

oi lliese works. 
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«.„.;ss;r j- 7?‘siis±f '? 

Coiiiimttec •ivi.',li to cojitine tlioir ationtioii to l•■lil\v•'l'•- "* \v! f”'*""'-''*’-. , 
doai with the geiienU (iiKstiou ii- Mmnufnv- i to 

hy tlio UovcniiuoDt' to bj-ino- in oiilv -i Jslioiikl Ijo run 

Ulo ehargos nuairrtU I’or tbc workiii'? ... ../.n k . hnyj iImmn tvMMH'fis 

iiiiul iiucl det.wcia.tioji fuiu! ulonu; TvitiV ■, 7i'’is>!H-il',r.'‘ V ’ '"• " ''‘"'‘''■''‘' 

iMVoivwl. An.vthiiis iu oxoo.ss of iJii-, ., f s ‘‘"i "!■' 

wu.v.yiho eoiivt'iilfoii j-tcc'iiflv ONlaliiiMioIl ’i,' ‘il.. , , . ' Ti '’“'i' 

1!k' (.u.oniim-iit of iiidi,, ,s|,(mM '--ot fr„iii (-li ■,"■ 7 , '''v i-iaif,s oi 

to i j)er r*oht (ft Ui<^ eaioi-n' ( Iruv*. in n ‘ «''» '‘[nig 'a ('oiUnbiH ioo 

fiilh of ij.o Mirpiu., piN,n,7 i!; tllal 7U,- '■ l-f"- <-no. 

tlio foolribiitioii m> jix(U the ‘tnu.iiii! 'r ' oi 

os,sciHit,] for tl.o uoll-Iioing of own- ,„«!.! • , ^ ,a. ' l ?■■'■' '<•'' 

nuture of things cnimot ho left eniiVolv to in-ivao'i' , V " 'I'-'**" ■'" 

inont of inodoni life fa,, tli,' vt® 7li m7 o,d^ Xo (h.parl- 

nuiwnsed revtmuo that ack-n^ in , s7, 'f in.iiMant. The, 
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TKitiii'iilly 0 UFOiifor ^ .‘Uixieiy io 0 i‘A«‘1o|) i!'in^|*nrt Ouiliiicf^ iluin to regard 
theiH us i! ^''‘iUcri* ^ t)l i’vMO'ij! . (Ii} i]h’ fO lio!* hniit], \ro — to Uho tho 

words oi l<, AriOiiogo iSHiiili -“Taxers foi are iiniM'roioniie ; they 

tcMiil to riU.'^c io olici-k Ijii' iiKN', to fxnliii*e eousiiiuptioii ; uihI tlicy 

create cvniioniir l>icrff>ii. (‘Ic.. aiul aiv au iiiiflcsinilslo laotliotl' of raising 
i‘eveiii.ie’k 

!Si,v C ^oiaiiii iitH* also^ to |_ioiai out that ^llch a lax so Tar us income 
irom |mssci!g<*rs U'ullic is concert tcci, tails liciiviiy and ineqiiiialtly niton some 
classes only. It is a- wcdl-know ii laci ilnit liie upper class passengers in tliis 
country ar<* (‘artnetl tit ii](' cost ol illirc!“<‘la'^s paSMnigers. Any 3>i*ofUs to 
the Slatt" that ilii> cia--, ca iraitic yields a. tax obrained I’roni ilie poor 
who nntki' a ionrney no| in j eaj'cli oi pkaa^iue but niider iJie compelling 
iieccssily oj tile {‘e«aioni;c condit itcas. to n*ork hceond their Tillage or 

distinct, b hey thus ctane to j'ay not only toi- the eoiiveyanci' ot ilie rhdier 
classcss bin ah«) a tax to rlie SLate. thinher. ir is oniy a f-eciioii of Hie 
people ihai ip.e raihvai^. and ii is jon j-ight ilnii they Hionid be iiaxed ia 

th(^ gcnierai interesis ol ilu‘ Siaie. It ina'^r aho he ineniionecl that rail- 

tvays ai'c popcjj'sjy rtygcrri le-l a.^ an Jigency i\.a- ihe exploitation of the 
people. <aatl notidng i> -s, nnpojin!;i<* a-- i\n^ laiiway thai’ges thal loiit'h 
llieir necessities. 

It is no donht iiaie linn [hasv'.ia enjoyed till berorti Hie War a large 

income from this sourctn ihp it was itever jusidflt'd as iegitimattp and at« 

tempts wtn\' being madc^ fill along if) vi iia* iliis fan by ci'eaiing a s(']>arale 

railway hmlgcn. We tind iJia.l in liaiy and Fraiict^ tbo railv\a;s bmlgets are 

ti'eated as se])araie and r<‘venne of the Stales i^ not bemditef} h*oni this 
source. ^ la the Sonlh African Hnion A<'t itself, if pj-ovided that the rail- 
ways of fhe rniun ‘Sludl h(‘ .-^o operated tlial the gross receipis shaii not 
1)0 laon'. tiian^ snflicient io cover working expeiiso, reserves, and iiiterost 
on <*apital. Jf there is a snrpius it *w to be devoted either to iniprovenicnt 

in facilities or redaction in raitp". In Switzerland too the ‘Purchase Act 

provides “ihai the railway earnings shall !>e devoted only to railway ])ttr- 
posos'k it is the same in Japan. The Indian Bailway C'dnnuiitee wlio con- 
sidered this fpiesiion in all its details has ananinumsly reconrineuded as 
follotvs ; — 

*^Whni; we |)ropose is in outline that tlio ralKpiys should have a separate 
hndgei of tlieir oivn atui o.ss'nmc fhr ?c.s' for rartihig and expend- 

ing their oirn inrome. Idle first charge on that income/ after paying 
working expmises, interest on tlio debt immrred by the State for railway 
purposes. The annual liability of the Indian (Tiovernment for the interest 
is 8j700j00U. Whetlicr the railways should pay precisely this amount, 

or a larger iimouut, is a matter for argument. We have no wish 

to €)xpross a positive opinion, thotigh we think there is much to be said for 
letting bygones be liygones and fixing the payment to the Government at 
the same sum that the Go^’-erniiiciit lias itself io .find at the present time 
for interest on the mi! way debt. Tlie point is that the railway department 
subject to tlio general control of (iovermnent, once it has met its liability 
to its cu’editors, should itself regulate the disposal of the balance fi’ec to 
devote it to now eapilal ])U eposes .... or to re,^»erves or to dissipate ir 
in the form either of reduci ion of rates or •improvement of serviees’k 

Forty yeaiw ap;o Lord Ch'onie]' nuIiI ihai if these profits ^Lvere left to 
fructify in the pm-kei.'. of the peuplo” they wainld he more advaniageon^ly 
employed ihan when ’they art^ jiahl to the State. Wo find nnicli the same 
view is ludd hy econoonSt-. even to-thiy. Jagliani ftays in ihe book he lots 
recently published: ‘‘Lookin.g at i]i(‘ {*aihvay industry of a count sy us a 
whole, it Is donbf fni if ii is advi'.ab!e lo divoil its surplus proceeds for 
general pui’poses. All such surpluses after paying capital charges are in the 
nature of a iax and a tax on iraiisport can only be justified in e-xireinc 
c?is<3s''\ Aly Chili mill ee iiiorefoix^ is firmly of opinion that the State reveiiiuss 
should Ih‘ benernod io no extmu directly from railway income. That may 
)te consideiaa! a tax. Wo are of opinion Hiat all <‘xlra profit ^should go to 
Mvoli the reserve fund or to rcHlnce the rates and fares and proviclt^ betier 
facilities for iralfic. We are not unaware ilmr this wonhl mean nn imnicxliaiv^ 
loss of somellVing like 6 ero'vs of ruf>ccs every year to the central revenin* 
and may be embarrassing to tlie Government. Tkit w'O are prepai'cd io accept 
alternative ta.xes and allow ilu‘ revenue from railways to bo extingiiisln.Hl 
not immediately hut in the course of a few v'cars. We do not forgot iha: 
in the past the gemn-al r-n'en lies of Uie country had boon meoiing foi’ 
several vamrs ila^ deficits on raihviiys. The (Vamnittee, ]iowcv<u\ feel ihai 
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General , — From the 171 questions, one seems lo be omitted— 172. What 
increased taxation will bo necessitated l)y the cost oi‘ tins taxation enquiry 
and by the cost of many of the expei'iments that inay bo carried out as a 
resiiiti^ Tlie reason for this enquiry seems to be either (1) to increase the 
revenue or (2) to change ilie incidence of taxation. With the iirst L am in 
syiiipatliy, the second is a delusion. Among the many difficult and disjuited 
(/uestions of taxation, one maxim i-cmains forovei' iixed. Wind over forms 
of taxation you iinpose, the ])iirden will inevitably descend to tlio xjoorost 
classes. The* only way bo increase their wealth is to increase the wealth of 
India, resulting in increased dcinaiul for labour, and so to an increase, in 
their real wages. 

Qs. 1 to 9. — A general enquiry into tlie wealtli of Lidia would he waste 
of time and money until a universal income-tax is instituted, 

Q. 12. — Certainly not. 

Q, 18.' — In special cases like sandalwood or ])ost offices it most be a 
monopoly profit. Government should indulge as little as possible in com- 
mercial undertakings but when such are necessary they should produce a. 
comnievcial return. 

Q. 14, — is absurd to talk of ‘taxation’ in any of tliose items. 

Q. '21. — Also absurd to talk of ‘voluntary’ taxes. All taxes arc a 
liecessary hardship. 


009 


Qs. 27 and 28.— Yes. 

Q.- 29.— Both. 

is ai!t’tf'i7trtee'a,ridS®ot“VradS'^ ^ Practice it 

tax on cattle, ndiich would eyeutfafly ^ J !?P'y Po^i 

reducing the many millions of worthless be^te * ^ country by 

1 "iTf Britannica with me. 

graduated if iiecessarj°^al is^tlie^fashion^^^^Lxf imiversal, 
ia-ir, is difficult to work and liable to abuse ^J^erentiation is not really 
Q. 36. — No. ' . . * 

is not clear to the poorer classes^ho'w^high the*r/*l issue and it 

taxed. Graduated 'income-tax "Lnlecufe tlm sLmf atomft ’’“"S 

shoufd pi t i 

y. d8. — .1 see no objection to inchidino- i • '■icuareci. 

versal income-tax. In this case, the land tax n hri^t f ""i- 

equivalent tax jdaced on all real property 'Them f« abolished, or an 

land for special taxation. The theory tbit ron't® f no equity m selecting 
liecause owned by the Goye.int ^ e the Pf'^ land 

tlie country) is unsound. ® cxixnts appointed to manage 

reasMi why Incomes of'*B.s.°50o"a*yiar'’shoi”ld^ mere cant. There is no 

Is itbli^^mlerEs.'^Srryeai^^''' in°Sol° h'\ndik 

0 tl'lfTeX^' All ta.xes can be .said to be taxe.s on honesty, 
theni?' ‘ ^ “ suggestion for all tax-payees, and would help 

peopli do what you happenTo^tMufc 'right hy'^taxltimi 

n ii'^bla to abuse and huge expen.se. 

to bring^iio real easily collected tax, so distributed as 

Q. 61. I hope not. 

see §: O" drink, drugs and tobacco is justified, but 

monS' whatsoever, and can raise to 10 per cent if 

of sS’ p!rlnt: so^alled ‘luxury’ taxes 

staffstaVunTusf^ ^ waste of money on 

draimng her real 'wealth 'woSd'fie^a'^bles^ngPtn^l things 

oil-seeds and possibly foodstuffl L some cafes ^f tbf. If’ 

internal price, the producers, mainly poor meTa^d 5^, 

Q. 89.— Tax ability to pay. Too much litigation 
Q. 90.— No. ^ 

Q. 93. — Pay larger fees. 

Q. 96. — ^Answered in Q. 38. 

Ability tfpay'^andmLSy^couldT.®^ anything of the .sort, 

on wdrld p^esy^a^rptSt TvS^^d.^fy^'t^Xr 

unfafrTo evervbody^dS^” T I'st + *¥ i^'^dlord (or landowner) bnt 

O 106 ? , i f ■" P^^S’-'^Phs mere clap-trap, but see Q. 38. 

be, naWl and beneficitl diflFerentiation. All taxes are, or should 

wort? the mOTey. anachronism and a public nuisance and pof' 

VI 1-^77 
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Q. 120.~(1) I would adopt this except the provision for sim of family. 
In India this is often a sign of present, and always a presage of future, 
wealth. 

Q. 134.—- Reason. Cigarettes are becoming universal and cigars dying 

out. 

Q. 137. — Succession duties are a drain on wealth. To what extent is 
the unemployment in England due to loss of capital through these duties? 
They also tend to make expenditure wasteful. Owing to family arrange- 
ments they would also be very difficult to carry out. 

Q. 147. — The Central Government would of course have all revenues 
from customs, excise and communications (railways, post offices and the 
like). Each province should collect its own income-taxes (and land taxes if 
retained) and an equal proportion from all provinces should be paid to the 
Central Government according to its needs. Minor taxes might be levied 
as required, by eacli province independently. 

Q. 148.— Like any other business concern, the surpluses should be 
ftrrangea to cover deficits. 


Written meisiorandum of Mr. A. B. Oariapa, M.A.j Eiihordinate 
. ■ ■ Judge, Coorg. . ■ ■ ■ ' ' 

Q. 1. — The village officers and minor officials are the persons who oj 
mate the crops^ in Coorg. Their estimates in* Coorg are to a certain ext< 
correct and reliable. It is necessary that supervising officials ought to ciu 
them at the time of the harvest;. 


Q. 3.— Yes. 

^ Q. 4.— I have no suggestion to make ; it must be done either by legisla- 
tion or by the experts. 

Q. o. — I would not advocate such a procedure just now, 

Q. 6. — If possible I would advocate them undertaking of all-India 
legislation, 

Q. 7. — There is no value except for taxation. 

Q. 8. — Aniiexure C is complete. 

Q. 9. — Agriculturists, traders, labourers and officials. 

Q, 10. — Land revenue do not include revenues from sales of waste lands. 

Q. 11,— No. 

Q., 12. — I do^ not consider the whole or any part of the revenue from 
forests to fall within the definition of tax. 

Q. 13. — Commercial relation— the elemejit of tax would not appear in 
any of the cases. 

Q. 15.— Yes. Plan (1). 

Q. 16, — I do not think it is fair to take a portion of the increase. 

Q. 18.— Yes. ■ ' 

Q. 20.— I would put land revenues for the improvement of landowners 
and for the establishment charges in connection with it. 

Q. 21. — Taxes on luxury are voluntary. 

Q. 23.— Yes. 

Q. 24.— Tax on entertainments is reasonable but not on railway tickets 

Q. 25,— No. 

Q, 27.— Yes. 

, . a. 28.— Yes, 

Q. 29. — It must be direct. 

30.— Yes. That , depends on the economic condition of the country. 

Q. 31.— The choiMduri tax and the professional tax can be compared to 
a certam extent, ‘ i w 
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Q. 33.— No. 

Q. 34.— Yes. 

Q. 35.— Yes. - ' 

Q. 36. No. 

I clo^iot “'‘de miifom. 

Q. 39.-I am unable to make any estimate. 

Q. 40. — The old rule may stand. 

profession and ' by the*' efficient *OTntrd°'^^^ the growth of accountancy 

<5. 42.— Yes. 

n it is not possible- 

y. 44.— Only legislature can do them 
Q. 45.— Yes. 

o' average may be taken. 

The capi^Msts'fmm* to would not harm any one much, 

list.^' I recommend the duty on the articles shown in the 

»“"S" s’S^g sv.“"h.as* 

Q. 52* 1 cannot think of any other tax. 

Q. 53, — It i.s neither high nor low. 

q‘ Government sell the salt directly. 

Q. 56.— Yes. 

Q. 57.— Yes. 

Q. 58.- No. 

Q. 59.— Yes. 

Q. 60.— No. 

Q. 61.— No. 

Q. 63.— I accept all the statements. 

O «eems to be correct. 

Q. 6o.— It IS better to introduce a unifonn rate. 

increase of illicit production, 
y. 01 . — Not necessary. 

Q. 68.— No. 

Q. 69.— Each province should adjust its own duty. 

Q. 70. furtliBr tuxntion is ti- r 

for labourers ; no change is neees.sim' ‘ ‘ serves a good beverage 

Q. 71.— Yes. 

Q. 73.— Ye.s. 

Q. 74.— No. 

Q. 75.— No. It IS determined on the consuinption of opium, 
may W* appoint salaried persons. The revenue 

Q. 77--- 1 think smuggling is sufficiently controlled, 
the ?Ka?IpW tl? oZr**Suntrils.“"®"®”*- ^ f°how 

is adVfk **^’*'P The existing Stamp Law 

are reasmmbte!® discourage litigation and the existing court-fees 





y. 90. — Ilobyou jiia 5 ^ be riglit to some exieiil but if the Goveriuneiit 
aiiouid go on there must be taxes levied. 

Q. 91.— 1 have no information about tlie evasion. 

Q. 92.— -I cannot mention anj^ other instance. 

Q. 93. I consider that registration fees should be levied to meet the 
Jiiore costs of the establishment. It must l.)e within the reach of all. 

Q. 95. No. Yes, I would like to see a more general extension of 
entertainment tax. 

Q. 96. Tax to give to Government and rent to xirivate individual, 

Q. 97,— Yes. 

Q. 98. Except where there is a system of permanent settlement in 
vogue, the assessments lack the element of certainty. 

Q. 99. It is avoidable if there is iiermanent settlement. 

Q. 100. No. The further fraetionisation of holdings would bo increased. 
Q. lOL— No. 

Q. 102. No waste lands should be treated differently, 

Q. 103. — A uniform of taxation is feasible. 

Q. 104. To divide land revenue bv occupied area. 

Q. 105.— No. 

Q. 106. The measure of the benefits received. 

think the taxes are satisfactory and I do not think that 
ihey should be substituted by any other tax. 

inaiiiteiimic^^ consider that there is any justification for their general 

Q. 112. — ^Yes. No, it is not possible. 

1 ns.— The amount of the land cess and the rate of tax on land 
siionld be limited. Yes, because the lands here are not cultivated on 
scieiitinc basis and the holdings are very small ones. 

Q. 114. 15 per cent on the estimated capital. No comments to make. 

jk 115.— The houses^ that are let out should be taxed but not houses 
that are actually occupied by the owner. 

Q. 116.— They are reasonable taxes. 

Q. 118.— Yes. 

, Q. 119.— Taxes on business profits, capital stock of corporations, hotels 
mines, transactions in capital and exchange rniglifc be recommended. No. ^ 

Q. 120.— 

(1) No. 

(2) Agricultural incomes should not be taxed. 

Monopoly, tobacco, motor cars, betel leaf and areca-iiuts can be taxed. 
(8) Dowries are limited iti India. 

(4) Agricultural incomes must be excluded. 

(5) Marriage duty can be charged because in India people spend 

money lavishly on marriages. ^ 

(6) I do not agree with Sir Ganga Ham. 
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Q. 128. — ^Ifc is possible. 

Q. 129.— Yes. 

it must be controlled. estimated and after the drying jirooess 

Q. 131.— Yes. 

Q. 132.— The existing .rates are reasonable. 

Q. 133.— The specific duties preferable. 

is no^- Tl-t" Si e^iS^orte 

Q. 13S.— Yes. Yes. 

Q. 136 » I would prefer (b). 

«» is - 

gene?alUci^i^ suggestion made but it must be a 

Q. 139.-1 agree with No. (1), not with Nos. (2) and (3). 
of E?: relation to the extent 

Q. 141. — I prefer (I). 

Q. 142.— Yes. 

Q. 143.— Yes. 

Q. 144. — It is practicable. 

eolIe?tiom^‘~^*' revenue authorities would be imposed the 

Q. 146.— I would put up Es. 5,000. 

Q. 147.— (3). 

expe^ in^'ladkllsm^^^ Federal Governments and one should 

n Jen ’’® advantages and disadvantages. 

M. 150.— I am unable to suggest anything otherwise 
Q. 151.— Yes. 

Q. 153.— No. 

Q. 164.— No. 

Q. 155.— No. 

Q. 156.— Yes. 

: Q. 167.— No. 

Q. 168. ^I am not awai'e of any other taxes 
Qs. 169 and 160.— Yes. 

Q. 161.— Yes. 

Q. 162. do not think that system would work well 
Q. 163.— No. wBii. 

:K';::Q.:':164.-^ : 

Q. 166.— I agree with Bastable. No. 

Q. 166. I am unable to suggest. 

Q. 167. I am not certain. 

O retrenchment has reduced the staff. 

y. loy. — I am not aware. ' 

Q. 171,-1 do not think that popular idea has extended so far. 


Blit there coiilcl not be nianjr cases. 


No. 
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Wijittem meaioraiiiiim on local taxation Isy Mr* Moliaii Bao^ Deputy 
Accoiiiitant-liesieralif Fost and IfelegrapliSj Madras, 

{N.B , — This note lepieseols iny personal views on the subject) 

j\iy only justiiicatioii fox* ixiflicting this Jiotu ou the Coiiiiuitteo is 
that 1 xvas an ISxaimnexv of Local Accountb for about a, year and that i 
could fairly claim to have an inner knowledge of the working of local 
bodies and the schenie of local taxation operative in India. Though my 
experience is coBhned to Bengal, the conclusions arrived txz will be found 
to be of wider application. This note must be taken as supplementing the 
information contained in my annual report regarding the working of 
local bodies in Bengal for the year 1923-24, xi cox>y* of which is enclosed 
for the Committee’s inf oniiation. 

Municipal revenue is derived from three main streams: (i) Grant-in- 
aid, chieiiy for sanitation, iiicluding water- wnrks, education, medical and 
public works, (ii) taxes and licenses, and (iii) service taxes. 

Grant-iii-aid has its advantages as well as its disadvantages. While 
it is api to create^ a tendency in local bodies to look to Government 
to pull them through all iinancial difriculties, it places in the hands oi 
Government a potent instrument, as in England, for insisting on a mini- 
mum standard of efficiency of the services thus bounty fed. Proj)erIy 
utilized, it has therefore a valuable place in the scheme of local taxation. 

In Bengal, the taxation revenue is derived from either a holding 
tax based on the annual valuation of the holding levied on the owner 
or persojial tax levied on the occupier of a holding according to “his 
circumstances and property.” I have indicated the salient points of differ- 
ence between the English and the Bengal methods of levying this tax 
in my annual report. I shall leave it to the Committee "to decide in 
■what directions the Bengal method is caxxable of im^xrovement. I would 
merely say that if the macliiiiery inside a facto]*y be taken into account 
ill a>sscssing the valuation, many municipalities, wdiich are now hard 
put to in making both their ends meet, would be put into a comfort- 
able position. 

While in Bengal, I enibarked on an investigation to ascertain the 
comparative fruitfulness of the tw’o kindvS of taxation in vogue there, 
viz., the personal and the holding tax. We could reach no definite con- 
clusion, primarily because our investigation -was vitiated by one important 
defect, viz., that we had no reliable data for ascertaining the holding tax 
derivable in a municipality where the personal variety of taxation was in 
existence. There xvas an “annual valuation” recoi'd, no doubt, to deter- 
mine the latrine tax payable by each holding, but I could not entirely 
shake off the suspicion that the holdings -were generally undervalued, the 
survey of property in these cases being generally in the hands of the 
Commissioners themselves. Personally, I would give my vote in favour of 
the holding variety, especially because the personal kind of taxation is 
liable to be employed hj the Commissioners as an instrument of oppres- 
sion against rate-payers, who have voted against them in the last election 
or as a means of^ retaining their adherents. This foinn of taxation does 
not find a place in the new Bengal Municipal Bill, but I can say from 
my experience that the Government is up against a solid wall of oppo- 
sition. ■ . . , 

It will be seesi from my annual report that a fairly huge slice of municipal 
taxation revenue is derived from Government holdings. My experience as 
an Examiner wms that municipalities have a general tendency to over- 
assess Government liokliiigs. The law prescribes that Goveriiinent hold- 
ings should be assessed in the same way as private holdings, bxit the 
assessment should not exceed a ceiTain maximum amount, but it is the 
practice of nearly all the municipalities to levy the inaxinmm taxation 
peimiissible under the Act. There is yet another direction in wliich over- 
assessment occurs. While a lower rate of taxation is levied on private 
holdings, the niaxiinum rate is recovered from Government holdings. I 
have brought specific instance of overassessment under both the heads to 
the notice of Government. The loss to Government has been fairly large. 

*Not printed. 
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The best way to avoid this eon tlngeiicy of overassessment is for Govern men t 
to. make a lump sum coiitnbiition based on what they consider to e a 
fair assessment and thus take the work of assessment from the hands of the 
Gomnussioners. ..no contribution mov be fixed anew at the time of each 
general revision of assessment. 

In England, in theory at least, all Government holdings are exempt 
rom taxation tlioiigli in practice Government make a lump sum contri- 
f H tins contribution, however, constitutes only a 

hagineiit of what would liave lieen assessed had Government holdings been 
piivate. In the continent too, so far as I remember, buildings occupied 
by ‘priinary services^'; such as police stations, courts of justice are exempt, 
Willie buildmgs occupied by Government commercial concerns are liable to 
taxation. Eoilowing the continental practice, I consider that police stations 
and courts of pistice should be e^.^empted. 

. I may state here that in Bengal only certain dangerous trades and pmles- 
sions are subject to tlie license tax, while what are popularly called the 
iiberal professions, lawyers, doctors, mercbanls, etc., incur no liahilitv 

aS''. such." ■ ■ ■ : ' 

From the brief- description given above, it will appear that there is 
sometliing very defective in the present scheme of local taxation. There 
IS a serious lacuna which lias to be filled up if the burden of taxa- 
tion IS to bo distidbuted fairly. At present the classes ivhich are 
eminently fitted to shoulder tlie burden escape taxation altogether. To 
make my position clear, under tlie joint family system, it is the practice 
ror the entire family, including grown-up sons, one of whom may be 

a doctor, another a. lawyer and a third a merchant, all with fairly big 
annual income to live under the same roof, while only the father in 
whose name the holding may stand registered is liable 'to pay the liold- 
ing tax, the others make no contribution whatever. This serious hiatus 
must be closed up.^ All iiberal professions should be taxed. In this res- 
pect we may follow in the footsteps of the continental municipalities. Instead 
of having a rigid scale applicable to all the municipalities, Government 
have fixed several standard scales, the rate of taxes varying not onlj^ with 
the nature of the profession but also vltli the population of the town in 
which such profession is exercised. 

The principle of ‘'equality of sacrifice” is equally applicable in the 
field of local taxation. My expei-ience has been that the size and com- 
fort of a holding is not a measure of an individual’s prosperity. When 

once a family has taken root in a liouse thei’e is a reluctance to quit 

it, even with the dawn o.f better days. In France, they have a series 
of taxes based on the number of servants engaged by an individual, num- 
ber of windows In the house, the value of tlie furnituvo inside, cacli supple- 
menting the defect of the other, all with an eye i awards exacting from 
the individual a contribution in proportion to his capacity to pay. 

So far as I understaiicl, there is no clear-cut demarcation lietween the 
provincial and the local fields of taxation in some of the continental coun- 
tries, e.g., France and Belgium, as in India. Tncomo-tax is a source of 
State revenue, but for purposes of local needs aihliflonal rmtinies are 
levied within the limits marked out by the State. T do not know whether 
there are insuperable administrative difficulties in the way of a similar 
scheme in India, but if possible I should like to see a scheme built up on 
the basis of our income-tax rehirns. The local authorities vrill have reliable 
(lata, already collected by the State authorities, and the scheme has the 
merit of making all the individuals pay in proportion to tlieir capacity 
to pay. We shall have to work out several details, e.g., regarding the 
collecting agency, hut these ought not to present insuperable barriers, 
especially with the continental practice liefore us. The limit of exemp- 
tion will also have to he lowered vdien income-tax is levied for local needs. 

In France there is a system of poll tax requiring each individual to 
contrihnfe a certain nmoiint of labour towards the local needs, which is 
generally commuted to money payment. T wouW not advocate a poll tax 
in India in view of the intense volume of popular opinion against it. and 
further as it is likelv to place an effective weapon in the hands of the aiiti- 
Government party for purposes of agitation. 

The scheduled taxes rules provide for the imposition of a tax on domestic 
servants and on octroi duty. My opinion is that the first tax is not 
likely to be fruitful in India as it is the custom here for the poorer 
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ksji suriiple about taxing, the people high il it leek the iieceBi.ity_ foi it 
Lhaii the (Joveniiucht officials. The Kondapalli thnoii panchayat lusislod 

rocontly on raising tlie Iioiise tax to niaxnnuin raies against my wisoos, 
and overruled me by a unaiiiinous vote, 

0. The system whieli I have sketclied of xiiiioiib and rural tarcles ivorking 
side ])y side in the taluk board area under siipervi^don is more or less 
the English and Prussian system. Rural and urban distnot eoiinciis work 
iu the county council areas in England; and the system does not jireveiit 
the eventual formation of village panehayats witli very Jinuted iimctious 



more or less the French and Italian system and nearest to the h rench. 


10. In France there are 36;000 village councils managing the local 
affairs of each village with nominally very extensive powers under most 
strict and searching bureaucratic control. But their annual inconic amounts 
to the enormous sum of 1,000 million francs or 60 crores ot rupees or 
£40,000,000 sterling a year, an average of over £1,000 sterling per annum 
per' panchayat. You cannot have such a system witli an average of £10 
per annum. 

11. Italy is parcelled out into 8,000 local fund administrative units 
working uiuler District Boards and under the Collectors and their audit 
establishments. Some of these units are small rural villages comparable to 
our revenue villages; and 1 will attempt a small comprtrisoii, not because 
I am in favour of introducing the system here at the present time, but 
merely to illustrate the point that it is desirable to pi-ovido inducements 
for further taxation and that further taxation of the laud is cxuite feasible 
in my division. 

12. Konatalapalli is a typical upland village in a backward portion of 
my division. It has a iiopulation of 1,300 and an area of 2,700 acres, of 
which 2,r500 are comprised in holdings. It grows millet on about 1,000 
acres, cotton on about 400, pulses on 200 or 300. There are also a few jiaddy 
fields. Castor-oil and chillies are grown on small areas. Tliere are some 
fruit and liquor trees. The population comprises besides the agriculturists 
only the usual village artizans, a few weavers and a few }iersons connected 
with the liquor trade. 

13. Torre San Patrizio is a tyirical upland village in a backward poi> 
tion of Italy. It has the same population as Konatalapalli — 1,300. The area 
comprised in holdings is somewhat less — 2,000 acres against 2,500. It grows 
maiise and wheat. Konatalapalli eats millet and sells its cotton. Torre 
San Patrizio eats its maize and sells its wheat. Konatalapalli has its oil- 
seeds j Torre San Patrizio its oil-fruit on the olive trees. Konatalapalli has 
a few liquor trees, but not many; Torre San Patrizio has a few liquor 
shrubs (vines), but not many. Pulses are grown as secondary crops in botli 
villages. The iioimlation of Torre San Patrizio is all agricultural. There 
are the usual village artizans. There are no rich proprietors. There are 
not even weavers as a class apart, but in a few ryots’ houses the women 
work at the loom iu the winter. The people of Torre San Patrizio are 
vegetarians, not from choice but from necessity. They cannot afford to 
eat meat, nor even eggs. They sell their eggs and their fowls. They can- 
not afford to eat wheat bread, but eat maize porridge and maize broad, 
vegetables and fruit and what the cow produces. 

14. The soil of Konatalapalli is black regar clay, vhich grows good 
crops of millet and cotton. The soil of Torre San Patrizio i>s light-coloured 
elay which grows fair maize and good fodder crops but very poor wheat 
and vines. In soil Konatalapalli has the advantage. 

15. I shall now draw a comparison b(3iweeu the taxati(ni jiaid by tho 
peasants of Torre San Patrizio and the ryots of Konatalapalli. 

16. The Government land revenue is almost precisely the same in the 
two villages. It is just over Rs.^ 3,000 at Kouatalai>alli. and 4,568 francs 
tesRs, 2,741 at Torre San Patrizio. 

17* But when we come to local taxation on land, the difference is 
Enormous. It is law in Italy that village panehayats shall not add cesses 
for their own purposes to Government direct taxes until they have exhausted 
evety other source of taxation. But Tori'e vSan Patrizio has only, apart from 
abka^i land, ,houses and cattle to tax. It therefore taxes' these, what 
jwith abkari,. being entirely insufficient* 
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Taxes — 

' Cattle tax ■ ... 

Family or^ lieartli tax **[ 

Octroi (chiefly on wine) ]]] 

Profits— 

Profits on communal land, liouvses, oil-press, cemetery, 
oven, license tax 


(•onfrihutions — 

From Government for schools 
F]‘om taluk boards for schools 


The cesses, the cattle tax and the hearth tax, amounting to Ps. 7 6;li. 
come straight out of the pockets of the ryots and are a burden on 'the. 
land; the ryots till, the cattle with which they till it and the houses 
they live iin Besides this Its. 7,634, they have to pay Es. 2,741 land revenue 
and Es. 237 house tax to Government and Es. 1,024 land cess and Es 106 
liouse cess to the taluk hoard. The land, cattle and village site of Torre 
San Patrizio thus bear a burden of Rs. 11,854, while the land, cattle and 
yillage site of Konatalapalli hear a burden of little over Es. 3,000. Nothing 
is levied on Konatalapalli cattle, there being no Government forest reserve 
in the neighbourhood. 

agricultural income of Torre Ban Patrizio at 
its. 90,000. This figure is based upon researches extending over 20 years 
and IS very accurate. For Konatalapalli I cannot make so accurate an esti- 
mate. But the village officers tell me the crop on an acre of cotton is sold at 
about Es. 40 and tliat on an acre of vholmn at about Es. 30. These two 
products alone, grown on about 400 and 1,000 acres respectively, yield 
Es. 46,000 a year gros.s. Then there are hundreds of acres of pulses' and 
other products including 50 of wet paddy, and 1 must also reckon in the 
milk and other products of the cows and bulfaloes and the profit on cattle 
rearing {for 1 have included these and many other items in inv estimate 
tor Torre San Patrizio) and 1 do not think a lower estimate than Es. 70,000 
could be made toi‘ the total gross agricultural income of Konatalapalli. 

22. The laud at Konatalapalli is selling at Es. 150 to 200 an acre. The 
average at Tori-e San Patrizio is about Es. 350 an acre. There are about 
2,500 acres at Konatalapalli, 2,000 at Torre San Patrizio. The market 
value of the land at Torre San Patrizio may therefore be put at 7 lakhs 
against about Es. 4,37,500 at Konatalapalli. But it must be remembered 
that the rate of interest is lower in Europe and land at Torre San Patrizio 
IS sold at a higher number of years purchase than in the backward Nandigama 
taluk of the Ki^stna district. 

years xnircliase reckoned at Torre San Patrizio is 


about the >sum reckoned as net income being taken to be what is 
derived by a resident owner who is not the actual cultivator, hut gives the land 
out on the half-sharing system to actual cultivators. The'^ net income 
corresponding with Rs. 350 per acre market value is Rs. 14 ner acre. Tbn 
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V head ot population after paying taxes is Rs. 17 against 
income per head is Rs. 55 against Rs. 70. 


24. Tills estimate of Rs. 14 |)ef acre is 
examination of private accounts of 00 years, 
almost exactly Rs. 14 per acre. 


25. Accordiriglyj the net agricultural income of the 2.000 acres at 
Tone San Patrizio may he put at Rs. 40,000, of which Rs. 12,000 is taken 
by public bodies and Rs. 28,000 or about Rs, 22 per head of population left 
to the lyots, the corresponding figure for gross income being Rs. 70 ner 

■ bead. ■ , . ‘ 

26. At Konatalapalii 20 years is the limit of the mimlier of years pur- 

chase that can be taken. On the same principle the net income of 'Konatala- 
palii is Rs. 8-12-0 per acre against Rs. 14 per acre at Torre San Patrizio * 
the total for the 2,500 acres is just under Rs. 22,000 against Rs. 28 000* 
taxation takes Rs. -n- j 

the net income per 
Rs. 22; the gross 

27. The net income is something of a fiction in the ease of populations 
composed chiefly of peasant proprietors. The gross income is perhaps a 
better test of relative taxable capacity. But it must be pointed out that 
neither gross nor net income per head is a fair test until allowance is 
made for difference in cost of living. I should say this difference would 
cover the whole excess of Rs. 15 gross income which ‘the Torre San Patrizio 
peasant apparently enjoys. For, I should say that the more costlv dwellings 
and clothes and cattle shelters necessitated by the European climate cost 
gm Italian peasant at least the difference of Rs. 15 per head per annuin 
The Konatalapalh ryot probably has more to spend after providing for food* 
clothing, shelter. He certainly does spend more on luxuries such as jewels! 

28. Even assuming that the somewhat artificial net income figure is 
the best basis for the determination of relative taxable capacity, Kmiatala- 

palli would still have to pay Rs. 22 x 12,000==. over Rs. 9,000 in taxation 

to be as highly taxed as Torre San Patrizio; that is to say, it could be taxed 
three times as high as it is at present. 

29. I do imt say that the pressure of taxation on the ryots of Torre 
ban i atrizio IS not extremely heavy ; but it is not intolerable, for it is 
borne; and I^should^ say the benefits exceed the burden enormously. The 
mortality at loiTe San Patrizio last year was only 10 per thousand. It 
ha>s Its protected^ water-supply, resident doctor and trained midwife paid 
irom the villageffmid, two good schools, a share in a cattle veterinary, a 
share in an agricultural expert, paved streets, metalled roads to the ad- 
joining Viliams. I do not expect to live to see Konatalapalii with all these 
advantages, biit in the ^course of the next two or three generations some 
progress wiir doubtless be made, and my point is that the main difflcultv 
IS not want of taxable capacity. The taxable capacity exists. 

30. I have laboured ^ the point that higher local taxation is feasible 
because it is the special duty of the District Officer to press for it. Central 
vrovei nmeuts are always very reluctant to allow local bodies to tap Coveni- 
inent sources of revenue. In Italy the Government is constantly admonish- 

find other sources ot revenue instead of imposing cesses 
on the Government taxes. The limit they originally laid down bv law was 
oO cmitimes in the franc or 8 annas in the rupee, and a village still requires 
the Collector s special sanction to increase the rate. The villages used to 
lay a cess not only on the Goi'erninent land tax and house tax, hut also 

a tote+ber‘^‘’“Tt^+f ^ ^he cess on the income-tax 

fnS + country the Government of India would probably be 

found oiiposed to any considerable increase in the land cess and itouM 
reject any suggestion that rural local bodies should lew a cess on the 
income-tax. Their policy is to reserve all increases in their own taxes for 

th«v +ff- It is a natural attitude, because 

^^P^Hditure must increase, and they do not know where to 
look tor fresh sources of revenue, and tliey prefer to dole out grants-in-aid 
from their surpluses to alienating sources of revenue permanently. 

different. We feel acutely tlie inconvenience^^ 
onl;^ dimly perceived by the Government of India of this system of doles 
It is nnich better we should have our own fixed unvarvino* 

Snt doted out T®® have earmarked grafts ®of 

^-'th the budget exigencies of thf 




32. T do not press ^ the matter of the eess on the incaino4ax. I 
it to the Nuavid ineeting. j^Tany of the electors were income-tax payers. 
Not one of them objected to the principle. What they all wrote was that 
the income-tax being unjustly assessed they were ag«ainst a cess on it. 
There is something in this: moreover cess at Vj annas in the rupee on the 
income-tax would not be a large sum. 

83. However, strongly commend to your attention my circle com- 
mittee proposal, which is in the sx3irit that prevailed at the Nuzvid meet- 
ing and has been adopted by a unanimous vote of the non-official mcml)ers 
of the taluk board. Only a slight amendment of the Local Boards Act, 
besides that already under contemx>]ation, would in my opinion be required 
l>efore it could be carried into effect. Section 84,, sub-section (1) clause (v> 
of the Act and section 144, clause (v), give power to the boards and to 
Government to make rules for committees of local boards; but section 84 
sub-section (1) clause (v) is so narrowly worded that these committees enn 
do nothing but inspect, advise and report. No power, dignity, authority or 
imj^ortance is attached to inemhership of such a committee; coiiseqnmitly 
the committees have not been formed or have not worked, though many 
hoards have made rules and tried to form committees. The circle committees 
I propose would have power, dignity, authority and importance; the power 
would have to be delegated; and a new delegation clause is necessar 5 ^ 

84. I think the following amendment would be sufficient; —For clause Y 
of sub-section (1) of section 84, snhsfif ufe ‘*(v) tbe election or apj^oinlment 
and procedure of committees consisting of members of tbe board, or partly 
of such members, and partly of electors or other inhabitants*- of the local 
area or of any part of the local area with delegated power to exercise all 
or any of the functions of the hoard or of its president under this Act, subject 
to the supervision and control of the said hoard or president, 

85. It would be unnecessary, and in fact inexpedient, I submit, to lay 
down rules in the Act itself for these circle committees. It was a mistake, 
in my opinion, to lay down detailed rules in the Act for union panchayats, 
and the whole scheme of the Local Boards and Bistriet Municipalities Act 
is misconceived. All matters of detail should have been left to subsidiary 
legislation. 

86. The princiide of leaving as much as possible to subsidiary legisla- 
tion has^ long been ado])ted on the continent of Europe, has been gaining 
ground in England, and has penetrated to India, where the new edition 
of the Code of Civil Procedure was based on it, 

87. To take a precedent more peitinent to the matter in hand, the 
Government of Maclras promulgated a municipal regulation for Bangana- 
palli when that Indian State was under their management. Instead of adopt- 
ing the Madras District IVInnicipalities Act, they drmv up a short regulation 
of about 80 sections providing wide powers of subsidiary legislation. ' 

88. My circle coinmittee scheme could be easily started and would not 
require extensive legislation. I think it would he found generally accept- 
able and workable in other divisions besides my own. It is of course essential 
to the scheme that the formation of the committees should coincide with 
enhancement of local cess for i^rovision of village roads. It need not be 
tried in all the circles at once. In this district’ it ’would be tried first in 
the delta firhas where the clamour for village roads is loudest. 

89. The question was discussed at a meeting of the taluk board on 
the 29th instant. I purposely stayed away and asked the official members 
to take BO part in the discussion. The following resolution was adopted 
by a unanimous vote of the non-official members:-— 

*‘The Board is of opinion that the District Board President may he 
empowered to increase the land cess half an anna more and that thi in- 
creased cess may be placed in the hands of a coinmittee formed in an 
electorial circle for construction of village roads, and that this enhance- 
ment may be tried first in the delta firhas in the division. That such 
amendments may be made in the Local Boards Act as would empower the 
District Board President to enhance the rate of land cess and to empower 
the Firka Committee to manage the surplus raised by such an increase.’' 

40. If I am able to attend the District Board meeting at which the 
ques^on ’^vill Be discussed, I propose to move, if you see no objection, that 
the District Board is in iavour of the legislation contemplated l>y Govern- 
ment subject, however, to further legislation being undertaken which wi!| 



enable the management of tlie proceeds of enhanced taxation to be confided 
to more representative bodies than the existing boards operating in smaller 
local areas, 


Q. 15. — W aief -rates , — suggest charging for water by quantity instead 
of acreage. Italian experience lias concinsively proved that charging for 
water by quantity is the most profitable, the most economical and the most 
easily worked system. Under the Mopad reservoir most of tlie villages 
are zamindari, and in South India it is especially when we supply water 
to estates that it would be convenieiifc to charge by quantity; otherwise 
a special staff of revenue inspectors, l:arnams and diainmen will have to 
be maintained to measui^e fields and partial fields every year. There are 
constant disputes and there is much fraud, as oiir experience in Kistna 
proves. The vSiib-Collector and the Executive Engineer seem to think there 
would be practical difficultiesj the latter in particular going .so far as to 
state that he would have to re-align all his canals and that he knew oi' no 
correct method of measuring a flow with a variable head. I told him I 
had never heard of practical difficulties which had not been ovei-come in 
Italy and I would enquire when I went on leave. 

2. During my visit to Italy I found that the Italian Government sells 

water to irrigation associations, which ai-e compulsory associations of all 
the ryots using the^ water of a particular canal or part of a canal. At 
Vereelli the association has large offices and a meeting liall, where delegates 
elected by the different villages meet and lay down "policy in consultation 
with the association's chief engineer. The Government' hands over the 
canal to the association. Similarly, under the Afopad reservoir I should 
make it compulsory by law for all the ryots and the })roprietO]’s of the 
proprietary villages to form an irrigation association and appoint a qualified 
man as engineer, and then 1 should leave the (‘are of the distributaries and 
the distribution of water entirely to them, eharging for the quantity of 
water let in from the main (uanal. The Sesia Association actuallv cluirges 
Its members considerably less per unit than it pays to Government after 
clerraying all expenses, as it uses the same water more than once. ITio 
Italian Government’s price before the war was 30 francs per lilre-.second • 
it IS now something over 40 francs. ' ’ 

3. Tim experts and landowners all told me that there was no difficultv 
in measuring any flow ol water by simple sluice methods witliout elaborate 

meters. The formulae _ have long ago been worked out for all 
the Ltahan canals. The Sesia engineer showed me his curves and formulae 
CniToanfies) could read and apply them without 
difficulty. He also showed me his register of daily reports for each moduled 

He said variable hind, did not matter at 
ail. He also said he would undertake to measure anv flow with a fall of 
as little as 3 centimetres. He added that, if our engineers made difficulties 
h^ini one and he would undertake to teach him all that 
theie IS to be learnt about practical measuring of water in sis months 
t’™ whether he measured all the water he supplied; he said no -he 
liked to keep a small percentage to bo distributed through free sluices Hid 
charged for by acreage; he spoke as if this was unusual and a matter ^ 
personal preference. I suggested there might be tanipering wtth .bo 
corruption of subordinates in India. He answered at once- 
So fheie would be in Italy it it were possible; but the sum of wlmt is 
thtntb* chstrilnitary sluices every day must equal what I ' pass 

to n^'^thefr’ ’■ Possil.Ie for aIl\lio 

nirgamies to put then heads together and comm t frauds." In case of 

SoL ® for everyone wito.ft clt 

■"'ho is a very eminent authoritv, was cquallv positive 
Ttel f,°T\caii .1)0 measured and that this has l,een proved in Sice 
in Italy, but he .said that it might be necessary folia i? 
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toW mo trriwnige^ Experimental Siatinm 
2 to, IS por acre. The 

Italian ryot gets tlii-ee times as mnoh ^ +f * '/’ 

ol' iniicli hetio? cpialitv. Tl,e p.“t ?et„7s T?’ “r’^- ‘ ^ 

gave ,ne 45 c.ni ,ta!s as the ^ 

of e.t,! '“irlritlKifr the introdaction of a rotation 

n ^ >^‘^t:tice of growino; pacHv vear after year m the 

same field oiire prevasJed lu pa^tg of Italy, but it'lias now (like ebargiiig 
■oi waier hy acreage lieen almost entirety abandon^. Now it is 

one''ilVrfl"1-'\mido^ one-tliircl of an estate in rotation (but this 

oi.e4iiiicl maao Lo ^ield as nmcli as tiie whole wotild if paddy were grown 

on i.r every :joar). art oi Ine ostabe is kept under grass or trefoii, and 

wheat or .Indian corn is grown on other parts. The follow I m- were given 

to mo as common ami idea! rotations:— ioiionin^ vtio gi\tn 

Common—' 

(1) 3 years paddy. 

, , .> dry cnltivatioii with wheat or oats: meadow sown in the 

cereal jvhile it is growing, and then it remains meadow for a year or two; 
al'ver tlie rnradow sometimos mnis^e, ^ 

(2) For hovivy soils— 

1 year paddy 

1 year wheat or oats 
1 year meadow. 

Ideal— 

2 years iiaddy 

1 year dry cereal 

2 years meadow. 

Paddy is considered a lucrative crop in Italy when it yields well; 
bnt the expemse of cultivation is so iiigli that it nm.sfc first yield well; with 
oiir low Indian yields m would not pay at ail. Cav. Stabiliiii told me that 
weeding alone costs him (pOU francs a hectare (2| acres). Putting irrigated 
land to meadow (winch is also irrigated every 20 days or so) is not the 
saermce the Indian ryot considers it to be. The paddy jilanters in 
Nort 11 Italy keep enormous numbers of good milkers, feed them on trefoil 
and other luscious grasses and make the greatest part of their profit out of 
the dairy. Milk and curds and ghee are vahiabie products in India, and 
I hope valuable meadow crops will be grown in the Uhintaladevi imttlo farm 
wnth Mepad water, good milk covrs wn‘11 be kept and that it will be provexl 
there, tor the instniction of the ryot, that to alternate meadow and dry 
cereals with paddy is the most profitable w^ay of putting irrigable laud to 

7. In the Italian estates some land is usually reserved for permanent 

meadow. It is irrigated summer and ivinter, and the ice that forms on 
the surface is lirokon up by alternately withdrawing and adding water. 
Ihese permanent meadows are arranged on a slope m that wuiter passes 
from one to anotlior; each plot is further sloped from the centre and the 
water falls into side channels, which cany it to other plots. Some of 
these permanent meadows (inarcite) were shown to me and f v;as told tliat, 
labour never pav now to form the meadows 

and plots hut it was all done long ago. 

8. An Italian rice estate is strikingly regular. The paddy fields ai*e 

exact parallelograms, all the bunds and channels ai'e perfectly straight and 
the bunds are all planted regularly with trees. The fields are kept 

beaiiti fully clean either by employing an army of female weeders or by 
a new method, in which Signor llossi iustnicted me. Ho sows wdth a special 
instrument which makes small furrows and deposits the seeds on tlie ridges 
between, ilie result is that the weeds get drowned while the riaddy springs 
up. days alter sowing he passes another special instrument down the 

furrows to extirpate such weeds as may have come un. His fields were 


tiiiTows to extirpate such weeds as may have come up. His fields were 
cei‘ta inly quite remarkably clean. This system is knmvii as the Oabrini 
system after the inventor a,nd is a recent invention. Signor Hossi said he 
eiul of Aprfi)*^' phrased to show it to any of our experts (sowing season is 

VII-80 






Pmf Kn™ir I J'lce , gra^'ers uso cIhh 

tiol. Aovelli, whom X cousnlted, said Im eouhl i;'- 

fields. He oiily advises alter !.<- 

tL " V *f “'“gat'O” >vatei-. Hut iher_ . 

tjic prohist iiiie of chemical manures coiuIxiikh! with 
tloan weeding contributes to the high Italian 

(“nrotated paddy fiold.sV Have 
;t fest swamps at the mouths of i-irors (c "■ uci 
IS grown not so much for its value as kvaiisc 
crop pending the silting np of the soil. As so. 
suftcientl.v, wheat takes the place of padJv. 1> 
gate me the iollowing as a coniuion rotatioii tliei- 

2 years paddy. 

Then 2 to 5 years lucerne. 

The level falls in these yexirs and is tlien isod 
and pouring m silt with the water. In 10 or 
sufhcientlv to enable wheat to be grown In he F 

=x JiSS tkL’sv,' 

;^^re pay. The duty Voukl viJld crores 1 T r 
ni the first year. Tlie reasoirit tnilod in 


2immenl inaiinres profusely 
give no gemo'u! iulvieo about 
‘ '‘ing ^nppVioi] with analyses 
‘e can he doubt that 
. ruiation of crops ■ a.nd 
yields. 


up except in 
wfiore ])addv 
fmly suitable 
ill ^ lias risen 
of Haven na 


lu. bale value of evidence 

he me u, prices and the low land 
hguiM ol land .sales will supply it 'rii 

Swl Fife 20 years, ant 

in the ciumcjuenniiim ending with lOon ; 

lamUs wfetP^'”" i, 

f ^^'^enue assessment jier acre ] 
half a century, while the propertv on w 

** following tabh 

ot sales for the yttnous classes nf ■Cnil • 









626 



aceoiiipjuiiocl by a ^ rise in ])ros|)erity aial the ^laiidafvl of li'un^ js ei(,{|uoni 
of ilie iniliience of peace roid jii.-nfee aiol low taxaiion. i*nery rlecade lia.s 
Bhown a great advance in poimlatiun, ]mi llie liiiiit lue. ncnv periiap.s been 
nearly readied if ilie jjoiniiatiou ues lo ainucn c'litireiy agrifultural 

for tiie arable land has been 'nearly all oecupieu. ' "" ' ’ 

Biiiteriucn.L—lhiB been iiitroiliiced in Madras (Itnvo Jda lining Act) 
Imt liere again^I would liare an luiperial .Aei and a]}|ily die jirineipie to all 
public works of iiiiproTeiiient, e.g., irrigation works, bridges, harbours. 

(J. 121. Tohacco .’ — I aoi very strongly of opinion that a lobaeeo exeiso 
will yield more and be far more elastii* ibaii sail t^xei^-x The oiliaceo inoiiopolv 
in Italy was found to be far thc) most elasiic of the sonret^ of revenue in llio 
War while salt was not elastic at ail but regressive. 'TL-e Hgures are — 

. liallan Budget ActuaL^, 

1 ‘321-22. 

Million lire. Million lire. 

Sail ... ... 00 lor 

Tobacco PdS 2,C>()8 

^ Aloncy depreciated belwecn 4 and 5 lull. Thmefniv ibo real vield of 
tiie salt monopoly iu Judy jell during ibe war to it than hulj, and I lake 
tiio opportunily to correct tiie iigur'o uL Rs. MkP a bead for Judy 'dveu 
111 Annexuro O. It is approximately (*orreci lor Ibe p*re-v.ar period^ but 
with ilw3 rupee at Lsx 6</. aaid the lira at IJd to iIh' soimreigii, the four lira 
a head it yields now is ccpiivuleiit If) k>s tiiau 8 annas. 


1 tap other hand tiie loiaicoo momoipoiy yield has increased neariv 
jii lire, or, corrected for depreciai ion. nVaViy (v.^iold, nKMiminumlv 
is approxiniaieiy 30 crorc's of rupees in fUdy with a popuiatiori 
40 mil Rm,s-™about Us. /-M) a head ov Id limes as muchAi head 
ihe Italian Goveriinicnt conunually raised ils tobacco jmices durmi>' 
without aiiecting consumption. ^ ^ 

India I would not make tobacco a immopoK hui tax ilie {*j*An 
aid without aliouiptin.^ i,, lice.wu or iv.^ii-Ic'i. .'Miiiviuion. tho 

.-rosideiK'j- It woi. d cost, nathiu- at all to add ihs. a.3 o,- U.s. -() 

*«■' .'^ftried at J,„„ah,unn hy the 

Stair, jdcngal and the .Indian btates would lerobablv fall In 
5 a special staff it piecessary. The West Coast J ndiaii Siate.s of 
oi imported toliacco and of local pepjicr before the 
British rule aiul onr policy deprived Coeliin and Travancoro of 
K*co and pepper monopones. For tlie Travancure tohmceo moiionolv 
Cordon coimtm-i^ of ]8l2V>|--.,ee note at page ild ofSny 

Malabar (Aiadras Governments Butch records semies Xo 13) 
reason to suppose timt Jndian States would bo glad io “rcfin'ii 
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wiiich is hir below the increase required by depreciation j tiie post office 
only went up from 127 iniiiions to 388, the customs only from 2G0 millions 
to 518 and so on, while the tobacco revenue v/eixt up from f348 to 2,688 
niiliions. It will be ol^served that the tobacco monopoly in Italy yields five 
times as much as the customs, nine times as much as land revenue and 
buildings, 17 times as much as salt. 

7. It may be xvorth the Committee’s while to obtain the most recent 
hgiires for Italy and aJso for France. 

Qs. 121 to 136. — I am clear that tlie only x>ractical method is tax on 
the crop. If our Madras staff ciui identify and mark every one of the 
millions of liquor trees in tho Presidency, can it be seriously contended that 
the betel gardens, which can be seen two miles away and the tobacco patches 
round the villages cannot be located and measured. 

Qs. 137 to 146. Succession duly.-yl can prove, if this is of any interest, 
that succession duty was levied by Hindu Indian States in the IStli century. 


. Written meB-orandiim of the Chief Commissioner, Coorg*. , 

The imperial or central budget as at present constructed depends largely 
on whether trade conditions reach the iiormal standard during the year to 
wiiich the estimates relate. The most important elements in tlie budget 
are income-tax and customs duties; both are* peculiarly seiisative to econo- 
mic developments. A slump in trade might disorganize the budget: ^ a 
boom would give a few crorcs extra. In industrially organized countries 
it is almost impossible to frame a budget, the success of which does not 
largely dexiend on the inaintenanee of normal trade conditions. It is largely 
a question of degree. In India the tendency is over emxihasised 
despite the fact that India is not industrially develoiiocl. The fact that 
income from agriculture is not taxed and that the small shoiikeeping and 
money-lending classes — whose returns do not greatly vary from year to year 
except in the ca>se of an economic catactysm— are similarly exempt, increases 
the deiieiideucy of the yield of income-tax on the conditions of trade in its 
broader aspects. Widen the field of income-tax and the fluctuations would 
be less marked. If it is desired to ensure greater stability for the imperial 
budget by relaxing its connection with trade, it must be iilaced on a broader 
basis; this can, be best acliieved by including taxes on property. The time 
has come when tlie imposition of death duties should be seriously considered. 
The yield fro.ni such duties is not liable to wide fluctuations. It is considered 
financial heresy in some quarters to suggest that Bengal is under-taxed as 
comjiared with the rest of India. It cannot be gainsaid, however, that in 
the area under tlie iierinanent settlement, proiierty in the shajia of land 
does not bear its fair share of tlic burden of taxation. In such areas death 
duties would have stronger justification than in other parts of the sub- 
continent. Olio of the most stable foiins of revenue is the water-rate.s charged 
for irrigation from Governine.nt canals. Tho Imperial Government should 
share in this revenue. In most cases the Impej*ial Government lias i>rovided 
the capital and taken the risk of failure. The scheme would involve a re- 
distribution of revenues between central and provincial, but this seems highly 
desirable in the interests of financial stability. To give Provincial Govern- 
ments their full slm.re of revenue as fixed by the Alestoii Award, it might be 
necessary to introduce new forms of taxation, o.g., a tax on tobacco: 
alternatively, the provinces miglit bo giveii a share in the income-tax. That 
tax should be placed on a broader foundation by including income from land 
within its scope and by lowering the taxable limit of income. This would 
greatly increase the yield and -would do perhaps more than anytliing else 
to stabilize central finance. 

2. I shall nob presume to illustrate tlie proposals I have outlined by a 
series of figures, I venture to think that a policy of new taxation as 
suggested, comblued with a re-clistrihubion to some extent of existing revenues 
between imperial and provincial, %voukl give the Imiierial Governmenfc the 
revenue it recpiires, thereby automatically abolishing the iirovincial con- 
trilnitions, Tho standard of ordinary income of the p>rovinces would not 
necessarily be affected. If the Government of India found the sources of 
revenue at its disposal vvere in excess of requirements, taxation might be 
reduced or subsidies given to the provinces. If subsidies are considered 
objectionable, the proportion of shared revenues assigned to iirovinces could 
be raised. 
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S, Frovlnvial or local finance . — it .seeius mu 
proportion of the ioeome of local authoi^iiics, Di.vir 
tics sliouid be levied by iitoaus of a rale or tax on 
iorni ot taxation is specially suitable in ton ns mn 
fixed at a higher standard, in .muiu'cipalitiiN iIr 
lueuted by a tax on professions. Some form of la 
to municipal autborities the benefit of ibc unea 
desirable. 'Jiie diliienliy is to devise a stiienjc. 
would, 1 venture to think, confer a great bmudd « 
would emphatically j-ecommend llie aboliliot] of to 
serious embarrassment to trade and a permanent 
to fast moving traffic. It should be emsv to devi.se a 
the rate of motor licenses might {)o slightly inerea 
private carriages not used for trade pifii)(jsos. 

4. The local rate cxpres.sed in terms of the 
binxlcu on the small proprietor and oarticnia rlv m 


tracts to iewy a similar cess on land. A mmre or so raised in 
IK-oviuee with n l•tn■(■ll!lo ol', ,sny JO croivs. ivoiiifl frivnllv sh„|,|i| 
oi- piOTiiu.ial Jiiianco. I he pi-oiK-rtiod classes in J-hii^land he; 
able «lui.re_ in thi« way <, the eo.st of popiilai' odueaiiTiu: also 
It excise 1 men no is gradually to disappear, it is inovit-il>lc 
property o al kinds will liave Lo heui- 'u. ima';asi, f . u ro h 

wideLf::,rft'h7S‘‘^;L 

mereaso in the yield would run into ton <„• „ ,h,Kon l-nn'o, I 
the taxable Inmt shoulcl be brought down to Rn. Ki> 5 fj l(-ist 
At the present with „ limit „r l{s. 2.0110 the sn!i> ^u'a . H n t is 
than 111 . knglaiid allowing for the dilference in tu* r.- 

limit at R«. 2,000 the pe?/Jc ' \.cl f ‘ 

escape imperial and provincial t'i\Mtin»i /‘bsfc 

cMf ' >^eed pay in customs dufcv is nc^diribje'' jf ^ 

Snt of W 1hi*“1 an i„app,ec.ia*bJe dmnatid on th 7- 

ugo tolirhif: c en7S',rf1li ?t.vre7'-! Si?' 

especially in comparison with The -o i ,7 
acimini.strations iGvied a .scries of nniu ?hi V ,'7 h^C'.eued it. 
poll tax ill tJie ease of the Hindu- the 'r"‘ '7“’® ' 

islt the hnrdc-n of taxation a!iiio,st ns Imavih if! the'r'.fw^'' 7''^ r 
rule there has been practic-allv nn UiU-nri- b f ^ ^ luaoant. L 

period of thirty yeur.s or so IVoiii LS8U ndieii thf tfft i 

tax was lower. The iisse.ssnient of i'nioin!. i « *"*»t of 

was Ihs. Ism worked unfairly in .sonic eases u‘ '..y' V • ''® 
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^'""*^'rteralions have nn.y value, the theory may be acoopted 
that it Is sale and hoc iiurensoiiahle to lower the subsistence Ihiilt^fni- 

^^"gscsted, it might he puf at Rs 1250 « 
ilVrihe iwi “ i'l Yield of the tax 

The tifom-v 11° douht that income from land'should he taxed’ 

I ho Ihu } \ (.a n} ich the proNOiit oxeni})tioii is based has no logical foundation* 
Land is a lorin ol inyostinent. whether hereditarv or sell'-ac.quirod iiistasiniicli 
as shares a shipping company or a cotton inill. Why X Id V 

whr!e"-rc. n. rJi? ‘'""p i»eon,e-tax on the income thJrefrr, 

! 0 rpi ^ ’ ”.‘hvs Government paper with his surplus does not 

esciipo. Ihe inonoy-iendiiig classes in the North and other parts of India 
iihose transactions have led to the expropiiatioii of large sections of the 

fiu fortunate in ha;ing pal I no tax 

on the returns irom their investments in land. It is true that the owiersldn 
0 land involves responsiliilitios and risks of lo-ss-greater riS^ TSh to 
othoi loi ms ol projierty— and in any case the method of assessment of income 
on land might he leniently frauiod. Adopt the half net' a^ei theon and 
assess simply on an iiicoine assumed to equal the land rovemie. Tii most’eases 
the i-eveniie would ho several times such an estimate. This princii e shoSf 
however he coiilinec to land .siihjeet to periodical iXSiont 

incwml'ofVive on a higher basis, say, the estimated ^eragi 

41 cu 4 ' ^ irould here be an opportuiiitv of reooverine- for 

the State a small share of_ its rightful dues iVrfeited by 111 ^ 011 , mnen 
. ottleiueiit. Jhe simill proprietor would e.soape as the .size of the boldine on 
which ta.x would he jiaid would rarely he les.s than 800 acX. 

,r^., J' 1'een greatly improved in recent 
Th1s'"’canSjc''ohvh,'Ld' t'f ' f ^ 'sreJ deal of eva.sioii. 

iLS, "f .“'sii,*",,? tSTLS? ‘ 

milking and accountancy the woi*k of assessment will become easier It w^ould 

8. Tm revenue is perhaps one of tlie mosf 

it should’ he aiillnpeHa ^tei"^ consumer. 

be“seTlgainit 'tU los^^Xk ''pt4abV‘'Xld ays«ggested, coSd 

.^»n Oie smaller holdinji ® ^ adniinistratioS 

’’ V'F : : , • ■■ ■ ■.■ .: . ,■ 'try' 

_ ‘r ' ■ , _ , , " 

• •' ' f'' ' 1,*'’ . V 





11 — This w not nn niirra«miO>!t> f'»rm of taxaiion tliforcti- 

cally- ' If the rflte« sii"® pitt’!>o'i *^n!t liipli. the hiirtloit tin t-apilal muic (jj-, 
r, wonomic pr«im-itv If -ptrodu, cl in India, Iho nU.. s1h,„ d l,o kept «i, „ 
rtlower Wl so as uot to di-Jonni-nKO the oc. .nnnl.iti-.K ,.l rainin]. ili« ||;;,(3u 
^i'loint family sv^^tym with its theory nt t-opurH-iiiin ownoivlnp and hmited 
r fetates prJents an ol.sUu-lo. hut u vi.onhl ho po-Mhlo 1„ , lev, so a schema , 'I 
t,;.vMch would not threaten the ox)smn<<- <1 tin'^ [.lyuhar louM ot property and , 
t^e time bring i« a fair rf van ne lo t.mornuu.nt,, ll.o >■ nol iIudk would ‘ ' 

& protect the Mimlmis. Hu- shouM ho i.i, nniifiMl tux wiih a share 
to It Iv In* i India, ; 

|||R^tates\elow\ say, lU. timri .-bouM 

12. — Tlie ivuiiii tilijm'l in vinw i- in ^laUilizn iinpiTial fiimiice. 

’"mis CTO best be aelueval by bimdcnnii^ ibe h-r. *4 Hir|.eiuij taxaiioa, 
kmd tliorebv inlliiefne r.l Iratle ;i?h! ;ejis(m.d efimlitioHs mi tbe . 

iiWeW of iiiWriia impo.4.s. Use Cb>venHmM}l nl Itidui dioiild wb,Mrf. 

:ifoVeiii3o from Irrisatbm: the fmbi (4 fiiynmchiX duui *1 br* wiflmmil, meomen. i 
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